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.... Sales of ALLEN WALES 

Adding Machines, during 1937, 

exceeded the combined sales 
for 1936 and 1935... 


—and here's the reason.Allen Wales concentrates build an Adding Machine that cannot be sur- 
on the manufacturing of Adding Machines— passed, for simple construction, for speed with 
nothing else. The above results show that thou- accuracy, for durability. See it in operation. 
sands of purchasers are convinced that we Ask for a demonstration. 


ALLEN WALES ADDING MACHINE CORP. 
515 Madison Avenue ° New York City 


SALES AND SERVICE THROUGHOUT THE UNITED STATES AND IN 40 FOREIGN COUNTRIES 
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The Condition of BUSINESS 


prospects. The general business outlook is much im- 
proved, particularly in those lines which will-benefit from 
expenditures for national defense. While basic stability prob- 
ably waits for the solution of the budget problem and further 
revelation of the Government’s objectives, and while busi- 
ness people are still rattled by all that has happened and 
might happen, there is little evidence that anyone expects 
more serious economic trouble at this time. 

UNDERSTANDING. The country’s great need at present is an 
old-fashioned era of good feeling between business, labor and 
Government, founded on real understanding. If the present 
truce is temporary its benefits will also be temporary. Noth- 
ing of a permanent nature in the direction of sound recovery 
will be accomplished in an atmosphere of fault finding and 
distrust. Business needs a rest. 

Private capital must be convinced that the Government 
means to be helpful, that there is no plot against private 
enterprise and that labor will be required to share responsi- 
bility commensurate with its new powers. Enlightened busi- 
ness leaders have always been willing to accept sound regula- 
tion intended to prevent abuses, maintain a balance between 
supply and demand and stabilize prosperity. This is some- 
thing that public officials should find easy to understand be- 
cause it simply means that business favors what is good for 
business and the country. 

RETURNING CONFIDENCE. The White House conferences, 
bringing together representatives of the Government, in- 
dustry, finance and labor, gave a fillip to returning confi- 
dence. Something has been accomplished when leaders repre- 
senting the automobile industry, building, railroads and all 
other elements in the national picture get together and look 
at things from a national viewpoint. The real work remains 
to be done and it will be real work. Of special significance is 
the fact that labor leaders played an important part in 
arranging the conferences. 

Reapy To Go AHEAD. Technological improvements in the 
last decade have prepared the way for an epoch of great 
progress in wealth production and living standards. The full 
utilization of new processes, new materials and methods has 
been retarded by the depression and by Government policies 
which certainly do not encourage private capital to resume 
its normal pioneering réle. A psychological recovery from 
the recent recession has already occurred and the chief dif- 
ference of opinion now concerns how soon normal activity 
will be resumed. Estimates vary from early Spring to late 
Autumn, depending on when and if the utilities and railroads 
are justified in releasing huge sums for improvements. 

Questions THAT NEED ANSWERING. So much emphasis 
has been laid on the importance of repealing the undis- 
tributed profits and capital gains taxes that the more fun- 
damental character of other questions has tended to become 
obscured. 

How, for example, can the national budget be balanced 
without inflation and without ruinous taxation? 

What steps will the Government take to meet the situa- 
tion arising from a sharp decline in tax revenues and a sharp 
rise in expenditures for relief and defense? 

_ Which of its two stated objectives does the Government 
ey to pursue, trust busting or cooperation with monop- 
oules 

What will be the Government’s policy toward competition 
_ business after recovery is once more on an even 
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How is democracy going to fare this year throughout the 
world in its conflict with dictatorships? 

FLow or New Capitat. While the sale of bonds and stocks 
for new capital reached a high for the recovery period in 
1937, totalling $1,346,700,000, this figure was barely one- 
third of the volume for 1929. It is less than one-half of the 
1924-30 average. Furthermore, the volume declined sharply 
toward the end of 1937 and while most bankers expect a rise, 
it is not likely to be sufficient to fill the void caused by the 
abrupt cessation of Government credit expansion. Even 
taken in conjunction with the expansion of “other loans and 
discounts” of reporting member banks, the total of private 
credit expansion in 1937 would be around $2,500,000,000. 
This is not enough to offset the curtailment of the Govern- 
ment’s pump priming activities. 

Bank Crepit Prospects. The banking situation shows 
little change. The position of banks in the matter of deposits 
and investments is largely artificial as a result of the un- 
balanced Federal budget. Deficit financing has filled the 
banks with funds which represent accumulated debt and not 
wealth. For several years bank deposits have not been at a 
healthy level. 

They have been inflated to the point where reserve re- 
quirements were doubled without any serious immediate 
consequences. As a result most banks still have less reason to 
worry about reduced deposits than about opportunities for 
profitable use of the deposits they now have. 

The sentiments of large city banks, as reflected in annual 
reports of their presiding officers, favor a revision of Govern- 
ment policy to encourage capital investments, fuller coopera- 
tion between Government and business and between industrial 
management and labor, and an end of uncertainty caused by 
Government competition and interference with business. 

INVENTORIES. In the matter of inventories, which are now 
recognized as having had a major part in the recession, most 
retailers have reduced their stocks to a level of the same 
period last year. The activities of buyers for retail establish- 
ments throughout the country are an indication of this. As 
one banker in close touch with the textile business stated, 
the buyers are really buying. 

Manufacturers are still burdened with considerable quan- 
tities of unsold goods but their difficulties in this respect 
should be over by early Spring. With the return of inven- 
tories to a normal condition, replacement demand ought to 
set in promptly. Consumer industries are already moving 
their stocks with fair rapidity. 

STEEL AND AUTOMOBILES. Steel has shown a tendency to 
improve from the lows of last year. One deterrent to early 
recovery is the widely held belief that the situation calls for 
lower prices. This is not confined to steel but affects a great 
many other industries at present and is an obstacle to the 
resumption of demand. Most producers are not in a posi- 
tion to take kindly to the idea, because of wage increases 
and other advances in costs. 

The automobile industry does not expect much from the 
first quarter. The number of cars in dealers’ hands is much 
greater than a year ago and the prospect of selling them much 
less. This applies to both new and used cars and consequently 
the employment situation throughout the industry is not 
favorable. Labor in general has been afflicted by much in- 
ternal dissension and the more radical elements have defi- 
nitely lost public support. 

WiiaM R. KuHNs 


and today, after nearly half a cen- 
tury, the results of this policy are 


easily traced in the story of the 
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cate has grown a little larger and a 


increased its total resources. 


Continued Story: 


We are happy to report that during this past year, our 44th, we have 
again been able to better our financial position, as these figures show: 


Resources: December 31, 1936 December 31, 1937 
Current Assets consisting of Cash, Bonds and Securities, 


F.H.A. Insured Mortgages, Other First Liens on Real Estate, 
and other Secured Receivables including such assets as are 
deposited pursuant to statutes and agreements........... $77,431,719.11 


$ 98,763,893.29 


13,458,135.94 12,528,483.09 


$90,889,855.05 $111,292,376.38 
Liabilities: 


Certificate Cash Surrender Values....................... 
Additional Certificate Liabilities and Reserves over and 


above Cash Surrender Values. 18,586,854.81 20,511,935.55 


4,957,154.56 7,139,206.79 
2,116,710.42 2,474,114.63 
$90,889,855.05 $111,292,376.38 
We will be happy, too, to send you our latest financial statement. It contains infor- 
mation you may find useful in extending counsel to those who come to you for advice. 


$65,229, 135.26 $ 81,167,119.41 


Investors Syndicate agency offices 
INVESTORS SYNDICATE § ¢ 


in 200 leading cities, including: 
Sstablished 1894 New Yorkt Newark Harrisburg New Orleans 
Living Protection...everyman's road Charleston, W. Va. - Memphis . Chicago - Detret 
Des Moines + Oklahoma City Salt Lake City 
to financial security Los Angeles Montreal* + Toronto* Winnipes 
Home Office: Minneapolis, Minn. 
tOffice Investors Syndicate Title and Guaranty Co. 
These companies are affiliates of Investors Syndicate 
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NEW BOOKS 


A Banker on Investments 


months—is, in this department’s opinion, J. Harvie 

Wilkinson’s Investment Policies for Commercial Banks 
(Harper, New York, $2.50), to be published in February. 
Here is a thoroughly competent, critical, practical and for- 
ward-looking study of a problem that has been forced upon 
the banks and is likely to remain with them indefinitely. 
The author’s contribution to its solution is implied in the 
title; he reduces bank investment to its fundamentals and 
offers a guide which, with proper adjustments to individual 
situations, should be most useful in strengthening the foun- 
dations of present day banking. 

The nucleus of this book by the vice-president of the State- 
Planters Bank & Trust Company, Richmond, Virginia, is a 
thesis the author wrote as a student of the Graduate School 
of Banking. It was the “hope of contributing to the thought 
on the acute problem of banks’ investments” that led to a 
rewriting and amplification of the thesis into book form and 
the addition of several chapters, including discussions of 
dividend policies and second grade investments. The vol- 
ume has a foreword by Robert M. Hanes, Second Vice- 
president of the American Bankers Association and presi- 
dent of the Wachovia Bank and Trust Company, Winston- 
Salem, North Carolina. 

Mr. Wilkinson carefully differentiates between the sec- 
ondary reserve and the bond investment account, the 
distinction being vital. The secondary reserve is to be called 
on whenever the primary reserve needs replenishment; it 
must therefore be available for quick transition into cash 
with a minimum of loss, and hence “only prime securities 
with very short maturities—not more than four years— 
are eligible for such an account.” On the other hand, the 
bond investment account’s function is to earn interest on 
funds not otherwise required. It is composed, as Mr. Wilkin- 
son defines it, of securities with maturities of more than 
four years, that being the period which comes nearest to 
being suitable for most banks. 

The size of the account and the factors controlling it are 
carefully analyzed. So are such matters as spaced maturities, 
second grade investments, correspondent bank relationship 
and the security investment account, internal factors in 
policy and procedure, bank dividends and investment policy 
—to mention some of the later chapter headings. Mr. 
Wilkinson also takes up critically the Comptroller’s regu- 
lation of bank investments and offers a practical alternative. 

By way of conclusion, the author comments thoughtfully 
on the general bond problem. Banks, he says, must be pre- 
pared to diagnose the credit risk in bonds as in loans; in- 
dustry nowadays is financing itself through the capital 
markets. Furthermore: 

“Underlying any policy which a bank formulates there are 
certain sound principles that must be followed. There must 
be a relationship between the bond investment account and 
the capital funds, and a clear distinction must be made 
between the secondary reserve account and the bond invest- 


7. banker’s book of the month—indeed, of several 


ment account. The principle of spacing maturities is fun- 
damental. The method of handling bonds must be one which 
is in accord with the inherent nature of the asset. That in- 
variably means a different procedure from the one employed 
in handling loans.” 

The book is really an elaboration of the above paragraph. 

Mr. Hanes in his foreword says that if the volume’s prin- 
ciples and procedure “are studied and religiously followed 
it will mean the salvation of many banks during the next 
financial storm.”” He commends “the sound policies and 
effective procedure” outlined by Mr. Wilkinson “to the 
study of bankers, large and small, throughout the United 
States.” 


BOOKS ON TAXES 


The Undistributed Profits Tax. By M. Slade Kendrick. 
(Brookings Institution, Washington, D. C., 50 cents.) A 
careful and detailed study, in pamphlet form, reaching the 
unequivocal conclusion that the tax should be repealed. 

1938 Tax Diary and Manual. (Prentice-Hall, Inc., New 
York, $6.) This convenient annual compendium of tax in- 
formation, now in its 13th edition, outlines all important 
state and Federal taxes and gives tax dates for each state 
and the Federal Government. 

Minimizing Death Taxes. By C. M. Winslow, assisted by 
W. L. Munro. (Commerce Clearing House, Inc., Chicago, 
$1.) The third edition, revised and enlarged, of a book de- 
signed to aid the investor and his consultants in estate 
planning. 

Studies in Current Tax Problems. (Twentieth Century 
Fund, Inc., New York, $3.50.) The second volume to result 
from the Fund’s survey of taxation in the United States con- 
tains technical reports and basic analyses underlying find- 
ings of the first volume, Facing the Tax Problem, published 
last Spring. The current book is primarily for professional 
economists. 


MISCELLANEOUS BOOKS 


Real Estate. By William J. Grange. (Ronald Press, New 
York, $5.) This book is labelled “a practical guide to owner- 
ship, transfer, mortgaging and leasing of real property.” 
Covering real estate transactions of all types, it also em- 
braces the law governing the relationships and procedures 
involved. In the bank it would be particularly interesting to 
the mortgage and real estate departments. 

Money and Trade. By René Léon. (Princeton University 
Press, Princeton, New Jersey, $1.50.) In large part the text 
of papers and addresses by Mr. Léon in the last few years. 
He rejects the gold standard as a scarcity system and man- 
aged currency as a nationalistic system. The conclusion is 
that bimetallism will be the money system of the future. 

The Fixed Investment Trust. By Marshall D. Ketchum. 
(University of Chicago Press, $1.) The author, who is asso- 
ciate professor of economics at Utah State College, considers 
the history, theory, structure, and operating methods of the 
contractual type investment company. 
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The Risk of Watchful Waiting 


T PRESENT levels most bank direc- 
tors naturally hesitate to take losses 
in order to improve the quality of bond 
investments. Yet they realize that the 
effect of further recession would fall 
heaviest on lower-grade issues. They hope 
that time will bring the recovery necessary 
to restore lost values. 


They forget that time can destroy as well 
as rebuild . . . that watchful waiting for 
the bond account to come back may be an 
expensive policy ... that doing something 
to bring it back may be much less costly. 


What can you do today to improve the 
quality of your bank’s bond account? You 
can critically examine your present invest- 
ment policy. You can scrutinize every 
issue in terms of its intrinsic and future 
value, as well as its fitness for your bank’s 
portfolio. You can watch constantly for 
each opportunity to change less desirable 


issues for others that give promise of 
quicker recovery. 


But, the rebuilding of your bank’s bond 
account in these uncertain times is an 
intricate task far beyond the capacity of 
any One man as a spare-time job. 


That is why, when your bank subscribes 
to Moody’s Bank Supervisory Service, a 
group of mature investment specialists 
will be watching every factor affecting 
your portfolio. Literally keeping their 
eyes on the economic world, these men 
will be alert for weaknesses in old invest- 
ments, constantly searching for attractive 
new investments. And to make this service 
practical, a Personal Counsellor will apply 
the findings of Moody’s Staff to your spe- 
cific requirements, helping you to achieve 
the most in income, liquidity and safety. 


Your inquiry for complete information 
involves no obligation and will be held 
in confidence. 


Moopy’s INVESTORS SERVICE 


JOHN MOODY, President 


65 Broadway, New York City 


105 West Adams Street, Chicago 
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The Legislative Outlook 


Washington, D.C. 

ROSPECTS are that some time in 

February or a little later the anti- 
monopoly machine of which so much 
has been heard lately in Washington is 
likely to turn toward banking of the 
holding company, chain and group 
variety. Plans of the Government with 
respect to bank legislation are still un- 
certain. The Interdepartmental Com- 
mittee on bank legislation, composed of 
the Chairman of the Board of the 
F.D.1.C., the Chairman of the Board of 
Governors of the Reserve System and 
the Comptroller of the Currency or his 
representative, met in December. They 
decided that they were not ready to 
recommend any new banking legislation 
at that time but postponed final decision 
until a meeting late in January. 

As the situation develops it is becom- 
ing evident that in line with current 
anti-monopoly and anti-trust agitation, 
an effort is to be made to break up bank 
holding companies and the combina- 
tions of chain and group banks. The 
more the matter is investigated the 
more it is realized that this is some- 
thing of a major undertaking. At the 
end of 1929 there were, according to a 
report of the Federal Reserve Board, 
287 holding companies, groups or 
chains of banks involving 2,069 institu- 
tions with loans and investments of 
more than $10,500,000,000. They in- 
cluded one-fourth of the national banks 
of the country and a similar proportion 
of state member and non-member 
institutions. 


A CURRENT ESTIMATE 


SINCE that time, especially during the 
bank suspension period immediately 
preceding the bank holiday of 1933, the 
mortality among the smaller members 
of this aggregation was heavy, particu- 
larly in some states. In other states 
strong holding companies or banking 
groups were able not only to preserve 
their own existence but also to aid in 
preserving the solvency of others. It is 
estimated that at the present time the 
number of holding concerns or groups 
and chains and the number of institu- 
tions they control are probably one- 
third less than in 1929. In the matter of 
assets involved there is more uncer- 
tainty. The general decrease in the 
assets of banks during the depression 
has reduced the credit commanded by 
these banks as well as all others. 

To break up the systems now in oper- 
ation involves many and serious diffi- 
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culties. The disturbance to the credit! ii 


and general business situation caused by 
throwing so great a proportion of the 
nation’s outstanding bank credit into 
the melting pot is evident. The breaking 
up of any one of these combinations 
may require the apportionment of the 
stock of each component institution 
into shares to be distributed to the 
stockholders of the holding company or 
parent institution, involving a vast shift 
of bank stocks in fractional holdings; it 
may require the sale of such stock on the 
open market—an accomplishment of 
peculiar difficulty in the present state of 
the market for bank stocks. Possibly 
some other plan may be evolved but in 
any event the shifting of ownership 
would involve new management, new 
policies, new business connections, and 
more or less irresponsible alien owner- 


ship. 


PRESENT INDICATIONS 


FOR this reason opposition among 
state and even Federal supervisory 
authorities to the attempt is growing, 
although it is generally agreed that any 
extension of the chain and group move- 
ment should be stopped and, if practi- 
cable, the larger combinations should 
be brought under closer Federal control. 
In the meanwhile it seems to be felt that 
although there are evils in the present 
situation the new powers granted super- 
visory authorities under the Banking 
Acts of 1933 and 1935, together with 
some additional powers which ought to 
be easily obtained from Congress, will 
enable the Government to minimize 
them. At all events a continuation of 
the present system seems to involve 
fewer evils than an attempt to avoid| 
them. 

Nevertheless indications point to a 
new Government measure in keeping 
with the anti-monopoly movement 
which will aim to break up these combi- 
nations as well as to end or reduce 
interlocking directorships and all other 
practices which savor of monopoly or 
which concentrate power over credit in 


the control of a few persons. 

In connection with the anti-monopoly 
movement to break up bank combina- 
tions it is fairly certain that an effort 
also will be made to break up what 
Chairman Douglas of the S.E.C. once 
referred to as “‘a monopoly in finance”’. 
Nearly a year ago Mr. Douglas declared 


that competitive bidding in corporate 
financing was one means of eliminating 
the investment bankers’ control of cer- 


ONE THING 
AND ALWAYS 
DOING IT 


Somany thingsenterinto the 
production of bank checks 
that attaining near perfec- 
tion requires long years of 
experience, a tremendous 
amount of special equip- 
ment, an unflagging zeal for 
precision, and ceaseless care 
in inspection. That’s why 
after 22 years, we’re still 
growing in capability, and in 
volume of business. 


MKE 


é. 


CHECK PRINTERS /WC., 


Lithographers and Printers 


CLEVELAND 
ST. PAUL 


PLANTS AT 
KANSAS CITY 


CHICAGO 
NEW YORK 
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An insurance company that is 
fair in its handling of claims 
will grow and prosper with the 
years. Employers Mutual has 
grown steadily, and rapidly, 
for more than 26 years. Its 
Workmen's Compensation, 
Public Liability, Automobile 
and allied forms of Insurance 
provide prompt, economical, 
and equitable Insurance Serv- 
ice to thousands of policy- 


holders. 


EMPLOYERS MUTUAL 
LIABILITY INSURANCE CO. 


HOME OFFICE: WAUSAU, WIS. 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 


OPPORTUNITY 


for men interested in 


TRUST DEPARTMENT BUSINESS 
and BANK ADVERTISING 


Srroncty established corporation, serving 
as new business and advertising counsel for 
banks and trust companies, has openings 
for full-time sales and service representa- 
tives in New York and other territories. 
Opportunity limited only by individual’s 
ability. Experience in trust department 
operation and bank advertising helpful but 
not essential. No investment required, but 
prefer men who have proved their ability to 
manage their own affairs. Personal appoint- 
ment will be arranged if your confidential 
letter of application indicates possibility of 
mutually pleasant and profitable association. 
Address: “Position of Trust” care of A. B. 
Baxter, 4dv. Mgr., BANKING, 22 E. 40 St., 
New York City, 


CREDIT COMPANY 
Capital & Surplus Over $64,000,000 


FOUNDED in 1912, with $300,000 


capital, Commercial Credit Company 
is today one of the largest institutions 
of its kind. It operates through more than 
4,000 in 
more than 186 offices 
in the United States | Short Term Notes 
and Canada, and is |, jmited amounts 
owned by more than = 
20,000 stockholders. TEauest 


at current dis- 
BANK RELATIONS DEPT. 
100 E. 42nd St., New York LCOUDE Fates. 


GENERAL 


is engaged primarily in facilitating 
wholesale distribution and retail 


sales of the following products of 


General Motors Corporation and 
its world-wide affiliates: CADILLAC. 
LA SALLE, BUICK, OLDSMOBILE, 


PONTIAC,CHEVROLET automobiles: 


FRIGIDAIRE appliances for refrig- 


eration and air conditioning: 


DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


INSTALMENT 
PLAN 


These NOTES are available, in limited amounts, upon request. 


MOTORS ACCEPTANCE CORPORATION 


foreign made automotive vehicles. 


The business consists of invest- 


ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 


In obtaining short term accom- 


modation, GMAC issues one stan- 
dard form of note. This obliga- 


tion it offers to banks 


GENERAL and institutions, in 
MOTORS 


convenient maturities 
and denominations at 
current discount rates. 


EXECUTIVE OFFICE NEW YORK - BRANCHES IN PRINCIPAL CITIES 


tain lines of banking. “With control,” 
he said, “underwritings as well as other 


| patronage are assured. These emoly. 
| ments cover a wide range—depositary- 


| ships, paying agencies, indenture trys. 


teeships, registrarships, stock transfer 
agencies, brokerage accounts, protective 
committees and sometimes even the 
minutiae such as printing and station. 
ery. . But the weakness of the 


| situation lies in the fact that he who is 


in such a dominant position is not on 
competitive ground; he is dispensing the 
patronage of monopoly.” 

The charge of Senator Burton K. 
Wheeler of Montana before a Senate 
Committee hearing that certain New 


York firms held a monopoly of railway 


financing is a case to the point. Sooner 
or later both Congress and the Adminis- 
tration will move against such practices 
and developments point to early action 
in spite of the opposition of the business 
interests immediately involved. 
Legislation to give effect to the agree- 
ment between the F.D.I.C. and the 
state superintendents of banking for the 
extension of the supervisory powers of 
the former in connection with an advi- 
sory council representing the latter is 
still in preparation and is expected to 
reach Congress early in the session. One 
development of importance in Congress 
has been a marked tide of sentiment 
against further extension of branch 
banking. This seems to reflect the 


| opinions of both state bank supervisors 
| and Federal authorities. 


INTERSTATE BRANCH BANKING 


THE report of the State Banking Board 
of New York accompanying the annual 
report of the Superintendent of Banking 
in that state not only expresses its oppo- 
sition to branch banking across state 


| lines but also opposes any extension of 


multiple banking through holding com- 
panies. This is in line with recent resolu- 


| tions of the state superintendents. 


Federal Reserve officers supposed to be 
in favor of branch banking indicate 
that they have no intention of pressing 
for the passage of any branch banking 


| measure at this time. Nor does there 


seem to be any considerable sentiment 
in favor of the Patman bill to turn the 
ownership of the Reserve banks over to 
the Government. Chairman Eccles of 
the Reserve Board states frankly that 
with the control of the Reserve System 
where it now is the matter of ownership 


| is of little importance. 


From bank regulation the Govern- 
ment is now turning to the regulation 
of monopolies, including bank monop- 
olies, if any. 

GrorGE E, ANDERSON 
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“Unforeseen events... 


on” 


“HIGH-BALL 


As the sleek streamliner of 1938 flashes by, you experience 


a thrill just to watch it fly along the rails. Young or old,, 


your hand goes up in friendly salute to the engineer, as in 
the early days of railroading. 

But to The Maryland, modern rail transportation, typi- 
fied by the Baltimore & Ohio’s streamlined fleet, has par- 
ticular significance. The first policy, when The Maryland 
commenced business March 1, 1898, was issued to the 
Baltimore & Ohio Railroad. 

Observing its 40th anniversary this year, The Maryland 


nett, Often change and shape the course of man’s affairs” 


IT, MISTER!” 


is proud that its first policyholder is still one of its good 
clients. We hail the Baltimore & Ohio and the other great 
transportation systems for their contribution to the devel- 
opment of the nation. And, looking to the future, our hail 
is “High-ball it—the block shows green!” 


Since 1898 The Maryland has been a bulwark in the busi- 
ness progress of America. There is scarcely any industrial 
or commercial activity beyond the protection afforded by 
Maryland bonding and casualty coverage. 


THE MARYLAND 


MARYLAND CASUALT ¥ 
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COMPANY ° 


BALTIMORE 


Le 
7 


‘Che advantage to you J 
-Atlantie’s Unique Position 


Atlantic has a 96-year record. 


It is known for conservative management and unques- 
tioned financial strength. 


All of its policies are non-assessable. 


It has no stockholders. Its participating policyholders 
share in profits, thus reducing the net cost of their 
insurance. 


It receives practically all of its business through brokers, 
thus preserving for its policyholders the benefits of 


the insurance specialist’s service. 


We do not know of any other insurance company which 
can make all of the above statements. This unique com- 
bination offers special advantages, both to brokers and 
to their clients. 


Review with your broker your goods-in- 
transit, fire, yacht, jewelry, fur, fine arts and 
registered mail insurance needs. Ask whether 
your risks will qualify for Atlantic insurance. 


MARINE + YACHT INLAND A N 

TRANSPORTATION 
FINE ARTS + JEWELRY Chartered 1842 

FUR + REGISTERED MAIL 


AUTOMOBILE AND MUTUAL INSURANCE CO. 
Atlantic Building: 49 Street, New York 


Baltimore Boston ¢ Chicago Cleveland Newark Philadelphia 


CANADIAN PACIFIC EXPRESS COMPANY 
TRAVELLERS CHEQUES PAYABLE IN 
UNITED STATES DOLLARS ARE REDEEM- 
ABLE AT PAR BY THE NATIONAL CITY 


BANK OF NEW YORK, NEW YORK. 


CANADIAN PACIFIC 
EXPRESS COMPANY 


(Owned by Canadian Pacific Railway Company) 


WASHINGTON 
BRIEFLY 


Washington, D.¢. 

VAILING OPINION is that it will be 

well into the Spring, probably near 

the close of the session of Congress 

before the new tax bill assumes its final 
form. 

That will prolong the uncertainty of 
business, but it may also give some 
assurance that the measure finally 
enacted may be a better law than jt 
might otherwise have been. The truth 
is that it will be difficult to draft an Act 
which will give business needed relief 
from inequalities of the undistributed 
profits and capital gains taxes without 
reducing revenue. And revenue must 
not be reduced. 


* * * 


THE DEFICIT ESTIMATES in next year’s 
budget have moved from nothing last 
January to $418,000,000 in April, then 
to $695,000,000 in October and now to 
$1,088,000,000 in this year’s budget 
message. The estimate of the drop in 
revenue for the current fiscal year is 
$973,100,000 and that for the next fiscal 
year is $410,076,000. Next year’s deficit 
is estimated on the basis of a cut of 
$539,600,000 in appropriations for or- 
dinary Government purposes as com- 
pared with the appropriations made for 
the current year and against which a 
sizable proportion of Congress is already 
in rebellion. 

* * * 


THE SLASH in estimates for relief is 
$300,000,000 in the face of rising unem- 
ployment. That for C.C.C. camps is 
$80,000,000; for roads, $140,000,000. 
The cost of farm relief is still uncertain 
but if it exceeds $500,000,000 a veto is 
promised. Then there is the new arma- 
ment program. It may be taken as 
assured that there will be no decrease in 
revenue as planned in provisions of the 
new tax bill. 

There will be provisions designed to 
relieve and give confidence to business 
but the relief will be mostly for small 
business. Meanwhile Congress is trying 
very hard to find some new way to tax 
corporations effectively but painlessly. 


* * * 


A NEW ANTI-MONOPOLY LAW will re- 
quire clever political maneuvering. The 
Government proposes to end monopoly 
but thinks that production, purchases 
and sales should be controlled through 
cooperation of business and government, 

(CONTINUED ON PAGE 10) 
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How A WHEW idea 


GIVES YOU DAILY 


CONTROL OF 16 VITAL BANK RECORDS 


HECK the complete list in the box at 
the right ... these are among the most 


important records you keep. 

New Kardex Vertical Visible sets an all- 
lime efficiency standard—combining the 
advantages of vertical and visible filing. 
Visibility of card titles provides split-sec- 
ond finding of any wanted record. Color 
signaling of important facts gives automa- 
tic, instant summaries. Posted data may be 


seen and analyzed 40% to 60% faster, with 
errors cut to the absolute minimum. Vital 
records may have full one- or two-hour fire 
protection at point of use. 


EXPERT ANALYSIS FREE. Whether you're using pen- 
or machine-posted records, Kardex Vertical Visible 
can be applied without upsetting routine. Find out, 
without obligation, how much the change-over 
would save. Phone your local Remington Rand 
office today or write Remington Rand Inc., Dept. 
B-12, 465 Washington St., Buffalo, New York. 


OK: iti from Remington Rand 
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KARDEX 
VERTICAL VISIBLE 


Saves time 
and work on 


LOAN RECORDS 
LIABILITY LEDGERS 
COLLATERAL RECORDS 
NOTES 

PERSONAL LOANS 
AUTO LOANS 
CHATTEL LOANS 
DELINQUENT LOANS 


MORTGAGE RECORDS 


History 
Ledgers 
Taxes 
Insurance 


REAL ESTATE RECORDS 
RENTS 
SALES CONTRACTS 
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What Loans Are Up For 
Consideration 


where both your bank and your cli- | 
ent would be better served through 


FIELD WAREHOUSING 
by 


DOUGLAS -GUARDIAN? 


Remember that any collateral, reasonably 
non-perishable and capable of being segre- 
gated, is suitable—and provides a safe basis 
for loans. 


— That Douglas-Guardian has had years 


(CONTINUED FROM PAGE 8) 


—which would not be easy. It seems 
certain that the new act will come down 


| hard on actual monopolies of a single 
| corporation or a group or combination 
| where they can be proved to exist; but 
| it is also certain that an effort will be 
| made, with the approval of the Admin- 


istration, to authorize various practices 


| along the lines of the N.R.A. It will be 


difficult to draw a line between the two 
ideas but it will be attempted and the 
Government will be the umpire. 


* * * 


PROSPECTS ARE that the Wages and 


| Hours Bill will become law in a modified 
| form as a result of a compromise which 


may or may not appear in the bill. The 


| northerners will be given an act along 


| 


the lines demanded by labor, if labor 
can get together on it, and the southern- 
ers will be won over by concessions in 
differentials and possibly by adjustment 
of freight rates to counteract the in- 
crease in wages in many southern 


| industries which a minimum wage act 


of experience in every phase of this service | 


and takes care of every detail with accuracy 
and dispatch, and with a minimum of time 
and work on your part. 

— That Douglas-Guardian, with thirteen 
offices located in various trade centers, can 
speedily set up a Field Warehouse wherever 
inventory to be used as a credit basis is 
located. 


— That we are working with hundreds of 
the country’s soundest bankers. 


Glad to send 
this Free Book 
to Your Desk 


usin Just address us on your 

stationery and we'll 
a get gladly mail you copy of 
A the booklet which sup- 


plies comprehensive in- 
formation on Field Ware- 
housing, briefly and to 
the point. 


DOUGLAS-GUARDIAN 


Warehouse Corporation 


Nation-W ide W arehousing Service 


Chicago, Ill. 
100 W. Monroe St. 


New Orleans, La. 
118 N. Front St. 


Springfield, Mo. Tampa, Fla. 
New York, N. Y. Cleveland, Ohio 
Dallas, Tex. Easton, Md. 


Rochester, N. Y. 
Los Angeles, Cal. 


Memphis, Tenn. 
San Francisco, Cal. 
Madison, Wis. 


10 


will entail. The eventual result is not 
likely to satisfy anybody but it may 
avert a serious division in the dominant 
party majority in a decisive election 
year. 

* * 


EARLY ADDITIONAL APPROPRIATIONS 
for relief are not anticipated. Secretary 


| Morgenthau says no increase is needed 
“today”’. 


Tomorrow is another day. 
W.P.A. officers say an additional $300,- 
000,000 will be needed for this fiscal 


year. 
* * * 


THERE IS NO MORE WAR sentiment in 
Congress than a year ago or at any time 
since the great war but there is a grow- 
ing understanding that the Government 
must stand up for its rights and those of 
its nationals and that it is less easy to 
stay out of another world war than 
theorists and pacifists would have one 
believe. There has been a tremendous 
change in the sentiment of Congress 
in such matters during the past two 
months. The vote on the Ludlow war 
referendum resolution is not a proper 
reflection of actual congressional opin- 
ion. Many a member voted for the 
resolution with the hope that it would 
be defeated, as it was. 


* * * 


A COMPREHENSIVE MEASURE for rail- 
way relief and reorganization is ex- 
pected. Facts of the railway situation 


| now before the Federal authorities are 


such as to demand a major operation 
and the measure in prospect is expected 


to be taken up as a major policy of the 
Administration. 


* * * 


THE NEW BUYING PRICE of the Treas- 
ury for domestic silver does not please 
the silverites in Congress as much as a 
continuation of last year’s price would 
have gratified them, but there is little 
complaint. After all, at 64.6 cents an 
ounce they have a bounty of approxi- 
mately 50 per cent above the world 
price which is not to be regarded lightly. 


* * * 


ANOTHER MAJOR TRANSPORTATION 
policy of the Government is represented 
by the agreement between the Maritime 
Commission and seven shipping com- 
panies for the construction of from 20 
to 43 merchant vessels during the next 
four years and negotiations with other 
companies may bring the total up to 63 
vessels, some of which will be large and 
fast. All will be modern in every respect. 
The agreements so far made involve 
subsidies of $7,359,000 annually for a 
long term. Twenty vessels are to be 
constructed within four years, 14 of 
them this year, and the companies are 
required to develop plans for 23 addi- 
tional units. Included in the units for 
immediate construction are large fast 
tankers designed for auxiliary naval 


service. 


THE ULTIMATE INCREASE in the navy 
agreed upon by conferees in the Gov- 
ernment with congressional leaders is 
from 37 to 39 vessels of all categories 
above the vessels authorized in the Act 
of 1934, which limited the United 
States Navy to the size, number and 
nature of vessels allowed by the naval 
limitation treaty of the time. The vessels 
will be built in the course of several 
years with immediate emphasis upon 
battleships and airplane carriers. The 
cost of the additional program will run 
well toward half a billion dollars. 


* * * 


THERE Is Now no talk of “must” 
legislation but it seems safe to say that 
the essentials of the President’s program 
will be carried out—a farm bill, a tax 
revision bill, and measures on housing, 
wages and hours. Government reor- 
ganization, anti-trust, work relief, rail- 
road relief or reorganization and naval 
increases. Less is heard of “little 
T.V.A.’s”. The latter might interfere 
with business recovery. The really great 
task of the President is to hold down 
appropriations to budget estimates. It 
seems to be about a 10 to 1 proposition 
that he will not be able to do s0. 

GEORGE E. ANDERSON 
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THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office + 55 WALL STREET - New York 
Condensed Statement of Condition as of December 31, 1937 


INCLUDING DOMESTIC AND FOREIGN BRANCHES 


ASSETS 
Cash and Due from Banks and Bankers .........$ 516,778,466.96 
United States Government Obligations (Direct or + Fully € Guaranteed) 482,958,933.69 
State and Municipal Bonds 76,494,888.89 
Other Bonds and Securities 130,806,876.67 
Loans, Discounts and Bankers’ Acceptances... . ..  609,441,409.92 
Customers’ Liability Account of Acceptances. . 13,315,994.07 
Stock in Federal Reserve Bank 3,652,500.00 
Ownership of International Banking Corporation 8,000,000.00 
Bank Premises 50,543,249.33 
Other Assets 7,324,112.42 
$1,899 ,316,431.95 
Deposits 
Liability as Acceptor, Endorser or Maker on - Acceptances and 
$48,350,791.66 
J 15,079,116.77 33,271,674.89 
Items in Transit with Branches. . 4,303,780.05 
Reserves for: 
Unearned Discount and Other Unearned Income 4,232,502.65 
Interest, Taxes, Other Accrued Expenses, etc... . 6,792,271.69 
Dividend 3,100,000.00 
Capital $77, 500,000.00 
44,250,000.00 
14,314,078.91 136,064,078.91 


$1,899,316,431.95 


$1,711,552,123.76 


Figures of Foreign Branches are as of December 24, 1937. 


$106,855,446.93 of United States Government Obligations and $33,231,693.91 of other 
assets are deposited to secure $113,186,887.51 of Public and Trust Deposits and for other 
purposes required by law. 


(Member Federal Deposit Insurance Corporation) 


CITY BANK FARMERS 
TRUST COMPANY 


Head Office + 22 WILLIAM STREET - New York 


Condensed Statement of Condition as of December 31, 1937 


Cash and Due from Banks $ 34,183,862.63 
United States Government Obligations (Direct or Fully Guaranteed) 31,740,358.81 
State and Municipal Bonds ; 4,443,617.85 
Other Bonds and Securities pean 12,385,160.75 
Loans and Advances 10,296,213.96 
Stock in Federal Reserve Bank. . 600,000.00 
Bank Premises 4,278,704.25 
Other Assets 2,704,611.48 


$100,632, 529. 73 


Deposits $73,396,509.84 
Reserves 3,115,261.28 
Capital 10,000,000.00 
10,000,000.00 

4,120,758.61 


$100,632,529.73 


$1,370,000.00 of United States Government Obligations and $136,000.00 of State and 
Municipal Bonds are deposited with public authorities for purposes required by law. 


(Member Federal Deposit Insurance Corporation) 


4 
1 
| | 
| 
N 
e 
() 
t 
3 } 
d 
| 
a 
| 
| 
| 
is | 
| 
d 
d 
al 
Is 
| 
n | 
| 
n 
ASSETS 
at 
m 
ix 
4 LIABILITIES 
al 
le 
re 
mn 
It 
yn 
0. 
iG 11 


state and Municipal Issues 


$ 


Underwritten alone or with associates 


800,000 


10,200,000 


t 


500,000 


900,000 


t 8,520,000 


t 


* 


400,000 


400,000 


* 6,126,000 


* 


* 


* 


* 
* 


* 


* 
* 
* 
* 
* 


* 


125,000 
76,000 


100,000 
696,000 
148,300 
100,000 


205,000 
285,000 
500,000 


770,000 
150,000 
144,000 
441,000 
450,000 
400,000 


367,000 


75,000 


250,000 


¢ 5,000,000 


by Halsey, Stuart & Co. Inc. 


ALABAMA 
BIRMINGHAM 


3% % Bonds, Due 1940-49; 
Opt. 1940 


CALIFORNIA 

LOS ANGELES DEPARTMENT 
OF WATER AND POWER 

2%, 3%, and 334% Bonds, 
Due 1938-77; Opt. 1939 

SAN DIEGO COUNTY 

2%%,% Bonds, Due 1943-45 


CONNECTICUT 
BRIDGEPORT 

0.93 % Notes, Due 5-15-1938 
FAIRFIELD COUNTY 

1% % Bonds, Due 1938-52 
STAMFORD, TOWN OF 
1.04 % Notes, Due 3-1-1938 


ILLINOIS 


CHICAGO 

314% Water Works System Certifi- 
cates of Indebtedness, Due 5-1-1952 
COOK COUNTY 

Series “A” 4 % Bonds, Due 1956; 
Opt. 1938-49 

ROCKFORD 

2% % Bonds, Due 1938-57 
ROCK ISLAND S. D. No. 41 
2.70 % Bonds, Due 1956 


INDIANA 


INDIANAPOLIS SCHOOL CITY 


2%% Bonds, Due 1938-57 
MARION COUNTY 

2% % Bonds, Due 1938-47 
MARION COUNTY 

2 % Bonds, Due 1939-48 
VANDERBURGH COUNTY 
2% % Bonds, Due 1939-49 


IOWA 

BOONE COUNTY 

2 2% Bonds, Due 1940-45 
CARROLL COUNTY 

2% % Bonds, Due 1938-46 
CHEROKEE COUNTY 
214% Bonds, Due 1948-50; 
Opt. 1943 

CLAY COUNTY 

214% Bonds, Due 1938-46 
CLINTON COUNTY 

2% % Bonds, Due 1943-46 
DALLAS COUNTY 

2% % Bonds, Due 1938-46 
GRUNDY COUNTY 
212% Bonds, Due 1938-46 
HAMILTON COUNTY 
242% Bonds, Due 1938-46 
HUMBOLDT COUNTY 
212% Bonds, Due 1948-50; 
Opt. 1943 

WINNEBAGO COUNTY 
2% % Bonds, Due 1938-46 


KANSAS 

KANSAS CITY BOARD OF 
EDUCATION 

2 2 % Bonds, Due 1938-47 
KENTUCKY 

LOUISVILLE 

2% % Bonds, Due 1965 
LOUISIANA 


LOUISIANA, STATE OF 
3% % and 4 % Bonds, Series S, 
Due 1941-60 


MAINE 


+$3,408,000 


250,000 


+ 1,600,000 
* 9,000,000 


t 9,000,000 


24,973,000 


* 


200,000 
145,000 


50,000 


¢ 2,225,000 


700,000 


In a year of substantially reduced yo}. 
ume of corporate bonds, state and my. 
nicipal offerings figured importantly, 


The following list of eighty-two issues 


MARYLAND 


MARYLAND, STATE OF 
2% % Bonds, Due 1940-52 


PRINCE GEORGE’S COUNTY 
3 % Bonds, Due 1939-63 


MASSACHUSETTS 


BOSTON 

25%4% and 3% Bonds, Due 1938-57 
BOSTON 

1.28 & and 1.30 % Notes, 
Due 3-25 and 4-21-1938 
(Two Issues) 

BOSTON 

1.48 &% and 1.64 & Notes, 
Due 7-15 and 11-1-1938 
(Two Issues) 

BOSTON METROPOLITAN 
DISTRICT 

“A” and “B” 2% % Bonds, 
Due 1938-62 

CAMBRIDGE 

1% &% Bonds, Due 1938-42 
MEDFORD 

2% % Bonds, Due 1938-52 


MICHIGAN 


NILES S. D. No. 1 
2% % Bonds, Due 1938-47 


MINNESOTA 

MINNESOTA, STATE OF, 
DEPARTMENT OF RURAL 
CREDIT 

2 % Certificates of Indebtedness, 
Due 2-1-1942 

ST. PAUL 

2.60 % Bonds, Due 1938-57 


*$ 130,000 


* 160,000 


* 1,480,000 
* 271,250 


86,000 


2,200,000 
50,000 
105,000 
200,000 
98,000 
990,000 


216,000 
3,600,000 


MISSOURI 


ST. JOSEPH 
3% % Bonds, Due 1942.57 


NEW HAMPSHIRE 


MANCHESTER 
3 % Bonds, Due 1938-57 


NEW JERSEY 


JERSEY CITY 

4 % Bonds, Due 1938-67 
MONTCLAIR, TOWN OF 
2% % Bonds, Due 1938-70 


NEW YORK 

AUGUSTA, TOWN OF, 
SCHOOL DISTRICT No. 7 
3.10 & Bonds, Due 1938-67 
BUFFALO 

1.08 % Notes, Due 6-15-1938 
DUTCHESS COUNTY 

1.40 % Bonds, Due 1938-40 
EASTCHESTER, TOWN OF 
1% % Bonds, Due 1938-41 
FREEPORT, VILLAGE OF 
2% % Bonds, Due 1940-60 
GREENBURGH, TOWN OF 
2.70 & Bonds, Due 1938-47 
ISLIP, TOWN OF, UNION FREE 
SCHOOL DISTRICT No. 1 
2.90 % Bonds, Due 1939-67 
MAMARONECK, TOWN OF 
3% % Bonds, Due 1938-57 
NEW YORK, STATE OF 
0.50 %, 0.70 %, and 0.75 % Notes, 
Due 6-28 and 11-9-1937 and 
3-16 and 4-18-1938 

(Three Issues) 


* Underwritten aione by Halsey, Stuart & Co. Inc. 
+ Account headed by Halsey, Stuart & Co. Inc. 
t Account headed by Halsey, Stuart & Co. Inc. jointly with others. 


Descriptive circulars and current quotations will be supplied for 
any of the above securities upon request 


SEND FOR THIS 


YEAR-END BOND REVIEW 


It will give you a quick, yet comprehensive review 
of the activities and influences operating in the 
1937 bond market as a whole—and in each separate 
classification. Every bond investor will benefit 
from a reading of this review—gaining a better 
understanding of past trends and a basis for 
future judgment. A copy will be sent without obli- 
gation, upon request. Simply write for leaflet KC-28, 


HALSEY, STUART & CO. Inc. 


CHICAGO, 201 South La Salle Street «+ 
AND OTHER PRINCIPAL CITIESS 
BANKING 


PORTLAND 


* 750,000 
2% % Bonds, Due 1952 


NEW YORK, 35 Wall Sireet 
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1937 


Halsey, Stuart & Co. Inc., alone or 
with associates, during the year. 


$11,210,000 
* 90,000 
* 170,000 
* 100,000 


* 110,000 
1,350,000 


+ 290,000 TR 


+ 1,000,000 


* 80,000 


t 3,353,500 


t 660,000 


* 75,000 
{60,000,000 


* 3,000,000 


* 20,000 


250,000 


{13,665,000 


t 632,500 


* 25,000 


* 250,000 


t 1,000,000 


* 283,000 


* 80,000 


* 550,000 


70,000 MAR 


NEW YORK CITY 

2% % Bonds, Due 1939-53 
ORLEANS COUNTY 
2.30 % Bonds, Due 1938-42 
OSWEGO 
2.10 % Bonds, Due 1938-47 
ROCKVILLE CENTER, 
VILLAGE OF 
2.70 % Bonds, Due 1940-59 
SARATOGA SPRINGS 
1.90 % Bonds, Due 1938-44 
SYRACUSE 
0.49 % Certificates of 
Indebtedness, 
24-1938 


2% Bonds Due 1938- 47 
UTIC 

0.73 Certificates of 
Indebtedness, 

Due 8-8-1937 


NORTH CAROLINA 


RALEIGH 
3% % Bonds, Due 1946-53 


OHIO 


CLEVELAND 


2% % and 2% % Bonds, Due 
1939-52 


FRANKLIN COUNTY 
2% % Bonds, Due 1938-54 


21% % Bonds, Due 55 
PENNSYLVANIA, 
COMMONWEALTH OF 
14% &% Notes, Due 5-31-1938 
PITTSBURGH 
1.60 % Registered Notes, Due 
7-1-1940 
SKIPPACK TOWNSHIP S. D. 
2% % Bonds, Due 1938-57 


SOUTH CAROLINA 


SPARTANBURG COUNTY 
3% % Bonds, Due 1938-48 


TENNESSEE 

TENNESSEE, STATE OF 
2%% 3% %, and 314% Bonds, 
Due 1944-49 

(Two Issues) 


TEXAS 


FORT WORTH 
3 % % Bonds, Due 1938-67 


VERMONT 


RUTLAND 
2 % Bonds, Due 1942-46 


DAN 
2%% Bons, Due 1938-62 


WEST VIRGINIA 


WEST VIRGINIA, STATE OF 
2% % and 3% & Bonds, 
Due 1938-62 


WISCONSIN 

GRANT COUNTY 

2% and 244% Bonds, Due 1943-46 
LA CROSSE 

2 % Bonds, Due 1938-47 
INETTE COUNTY 

3 4% &% Bonds, Due 1942 
WINNEBAGO COUNTY 

2 % Bonds, Due 1938-48; 

Opt. 1941 
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RECENTLY 


Organized Bank Labor 
. originating in twenty-eight 
. were underwritten by 


HE New York State Labor Rela- 

tions Board has asserted its author- 
ity over banks by ordering that an elec- 
tion be held by the 44 employees of the 
Bank of Yorktown, in New York City, 
to determine their collective bargain- 
ing agency. The bank contended that 
the Board had no jurisdiction. The de- 


| cision was made on the petition of the 


Financial Office Workers Union of the 
United Office and Professional Workers 
of America, a C.I.0O. affiliate. The union 
contends that it represents a majority 
of the workers. Up to mid-January no 
election date had been set. 

The bank plans to fight in the courts 


| on the ground that the state’s “little 


Wagner Act” interferes with the free- 


| dom of contract and denies due process 


of law within the meaning of the Con- 
stitution; also that the bank was sub- 
ject only to regulation by the State 


| Banking Superintendent and that as a 
| member of the Federal Reserve System 
| and the Federal Deposit Insurance 
| Corporation it is an agency of the 
| Federal Government and, accordingly, 


not subject to regulation by a State 


| Board. 


| Canadian Bonds 


Canadian government and municipal 
bond financing, exclusive of treasury 
bills, was slightly lower in 1937 than in 
the previous three years. The tendency 
in recent years is toward lower Dominion 
and increasing provincial and municipal 
issues. Last year practically all the 
financing was done in Canada itself. 
Corporation bond financing amounted 
to about half that of 1936. 


Hot Money on Ice 


Secretary Morgenthau reports that 
for the time being the interdepart- 
mental study of the question of “hot 
money” is “in the ice box”. The Secre- 
tary says: “They worked out all kinds 
of plans but no one seemed to get a 
practical answer to the question.” The 
slowing up of the gold flow from Europe 


_ is one answer that is good for the time 


being. 


| Ranks and the R.F.C. 


Of the $1,137,761,940 advanced as 
loans by the R.F.C. to banks in opera- 


| tion, $1,039,356,347 had been repaid up 


to Navember 30, leaving $98,405,593 
owed by 216 banks. The rate of repay- 
ment during the latter half of 1937 was 


much below that of the first half as a 
result of the decrease in recoveries out 
of which most banks in debt have dis- 
charged their obligations. At the end of 
November, loans to receivers of closed 
banks were still outstanding in the 
amount of $54,514,581 out of the total 
of $842,734,020 actually advanced to 
them. 


Housing 


The Metropolitan Life Insurance 
Company announces that it is ready to 
invest $100,000,000 in dwellings on 
which rentals will be low. The proposal 
is made as a means of investing the 
company’s funds, not as a philanthropic 
proposition although the social benefits 
of such an investment are not over- 
looked. 


Farm Loans 


Banks generally report good collec- 
tions on their farm loans of every sort. 
This is in line with the experience of the 
Farm Credit Administration. Loans of 
the latter on mortgages during the past 
year fell off by over 40 per cent. Pro- 
duction and crop loans increased by ap- 
proximately a third. More money was 
paid on the principal of loans than in 
any year since 1930. The trend of the 
dollar value of mortgage loans in the 
Land Banks is distinctly downward; 
that in the commercial banks is slightly 
upward. 


Cotton Loans 


The rise in the price of cotton in mid- 
January to a level within striking dis- 
tance of the official loan value was wel- 
come to the bankers who have elected 
to carry their cotton loans on their own 
responsibility without calling on the 
R.F.C. for a supporting commitment. 
One factor in the price rise was the ex- 
port movement which has continued in 
large volume despite the falling off in 
shipments to the Orient. 


Reserve Earnings 


The Reserve banks were able last 
year to cover their dividend require- 
ments and pass $1,885,000 to regular 
surplus as well as $68,000 to the Section 
13b surplus. That beats the earnings in 
1936 by nearly $1,500,000. One of the 
methods by which the better results 
were obtained was a shift in the hold- 
ings of higher coupon Government se- 
curities among the banks and a turn to 
longer term securities. 
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During the past year $4,744,000 was spent 

on EXPANSION of manufacturing and dis- 

tributing facilities in Memphis. Watch the 

Industrial South! Watch Memphis, the 
Mid-South Capital. 


THE 
FIRST NATIONAL 


BANK OF 


MEMPHIS 


MEMPHIS, TENN. 


FEDERAL INTERMEDIATE 
* CREDIT BANK * 


CONSOLIDATED DEBENTURES 


Exempt from Federal, State, Municipal 
and Local Taxes 


Authorized by an Act of Congress approved 
March 4, 1923 As Amended 


Consolidated debentures are the 
joint and several obligation of 
the twelve Federal Intermediate 
Credit Banks. 

Eligible up to six months’ ma- 
turity for purchase by the Federal 
Reserve Banks and are acceptable 
as collateral security for fifteen 
day loans to member banks of 
the Federal Reserve System. 
Consolidated debentures are legal 
for investment by savings banks 
in the State of New York. 
Eligible as security for all fidu- 
ciary, trust, and public funds held 
under the authority or control 
of officers of the United States. 
These debentures have been ap- 
proved as security for deposits 
of postal savings funds. 


ge Further information and circulars can 
be obtained from 


CHARLES R. DUNN 
FISCAL AGENT 
For the Federal Intermediate Credit Banks 
31 Nassau Street @ New York City 


| Canadian Industry 


| A. E. Arscott, general manager of the 
| Canadian Bank of Commerce, says that 


| the slump in Canada “reflects the | 
| gradual spread of unfavorable develop- | 


ments of the past few months, culminat- 


| ing in hesitancy in forward buying and, | {{ ». 

| in turn, in lessened activity over more | [jf 
than half of the industrial field. The de- | | 
cline has not gone so far as to lower the | 


general scale of industrial operation be- 
low that of a year ago.” 


Exchange Reorganization 


The committee studying the reor- 


change expects to finish its work before 
Spring. So says Carlo C. Conway, its 
chairman. The committee is confining 
its work strictly to reorganization with- 


| out dipping into the broader questions 
| raised by the S.E.C. 


Gold 


448,000 as compared with $1,116,600,- 


were valued at $12,760,000,000 as com- 
pared with $11,258,000,000 at the end 
of 1936. 


| Insurance Payments 


surance companies paid out $2,783,- 


Morris Plan Banks 


The Morris Plan Bankers’ Associa- 


British Banks 


{ The “Big Five” British banks last 
year reported profits of £10,099,884 
as compared with £9,608,338 in 1936. 
The increase was registered in all the 
banks. The aggregate earnings last 


| year were only 10 per cent below those 


of the peak year of 1929. 


000 in 1936, $1,739,000,000 in 1935, | 
and $1,133,900,000 in 1934. Gold stocks | 
in this country at the end of the year | 


American life, fire and casualty in- | 


000,000 to policy holders and benefi- | 
ciaries last year. Insurance in recent | 
years has so shifted that $5 is now paid | 
out on insurance for human beings to | 
| $1 for insurance on property. Formerly | 
the ratio was only two to one. The | 
change is due partly to the growth of | 
| life and accident insurance and partly 
| to a reduction in fire losses. 


tion has moved its headquarters from | 
Richmond to Washington. The move | 
represents the fulfillment of plans made | 
several months ago. It is planned to | 
enlarge the scope of the association’s | 
| activities. 


| The Factor speaks: 


Adversity was de- 
picted by the an- 
cient Persians as a 
griffin, a fabulous 
monster with wings, 
horns and clays. 
At Persepolis a fa. 
mous Carving shows 
a_ king, typifying 
mankind, in deadly 
combat witha griffin 


| and, in repelling its onslaught, lit 


) | erally “taking the bull by the horns.” 
ganization of the New York Stock Ex- | 


The modern factor enables the 


| manufacturer or merchant to with- 
stand unfavorable conditions, and 


even put adversity to flight, by re 
enforcement of working funds and 
elimination of credit losses. He does 


this without interfering with man- 


agement or creating new capital ob- 


| ligations. 
Net gold imports into the United | 
| States last year amounted to $1,160,- 


“THE FACTOR’S ALMANAC” on request. 


James Talcott, Inc. 


225 Fourth Ave. New York City 
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ege 
T.R.’s’ Tradition 
still lives 
ASS into the Roosevelt and 
you leave the madding 
crowd behind. Here is the inti- 
macy, quiet dignity and un- 
obtrusive service of a well- 
ordered home. 
—You may rest or entertain at 
the Roosevelt in an atmosphere 


as traditionally hospitable as 
that of the great ‘'T.R.’ 


Guy Lombardo and Or- 


chestra nightly in Grill. 
Dine ‘neath the Hendrik 
Hudson Room's noted 
Wyeth murals. 
THE 


* Bernam G. Hines, Managing Director 
+ Madison Ave. at 45th St., New York * 


BANKING 


Cocktail in any of half-a- 
dozengay,intimate spots. 


Red Cap service under- 
ground directly from 
Grand Central. 
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ROTECTION ... prestige... econ- 

omy. Look for these advantages 
in the paper you use for your cus- 
tomers’ checks. Hammermill Safety 
gives you all three. 
PROTECTION . .. Hammermill Safety 
shows immediately any chemical or 
mechanical erasure or alteration. It 
makes easier the job of your paying 
tellers as they scan hundreds of 
checks each day. 
PRESTIGE . . . Those who bank with 
you respect the Hammermill name, 


MADE BY THE MAKERS 
OF HAMMERMILL BOND 


FOR YOUR CUSTOMERS’ CHECKS 


and they respect your judgment in 
furnishing them this well-known 
safety paper. They appreciate check 
paper that is easier to write on. 
Hammermill Safety takes pen writ- 
ing without feathering or scratching. 


ECONOMY. . . Hammermill Safety 
is sturdy paper, made to stand abuse 
in handling. It folds without splitting 
or cracking. It does not cut through 
on typewriter or checkwriting ma- 
chines. Hammermill Safety is low 
in cost. It is promptly available in a 


SAFETY 


LOOK FOR THIS SURFACE MARK 
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rangeof colors, sizes, and backgrounds 
for every check requirement. Send 
for samples of Hammermill Safety 
and specimen checks in bank and 
commercial styles. 


Hammermill Paper Company, Erie, Pa. 


Please send the sample book of Hammermill 
Safety and*Portfolio of Specimen Checks. 


NAME 


POSITION 


(Please attach to your business letterhead) 
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Prevent —do not lament loss! 


Malady without Symptoms 


OT even a prominent metro- 
N politan hospital could escape 
the germ that made an embezzler 
of a trusted bookkeeper! An in- 
stitution exposed, yet immune to 
loss . . . its Fidelity Bond proved 
an effective remedy. 


The germ of employee dishonesty 
may be present in any financial, 
business or professional organiza- 
tion... hidden... subtly active ... 
truly a malady without symptoms! 


A Fidelity Bond does not predict, 
nor detect embezzlement. . . it pre- 
vents resulting loss to the Insured! 


American Surety 


COMPANY 


New York Casuality 


COMPANY 
HOME OFFICES, NEW YORK 


More than 1,750,000 gainfully employed workers are covered 
by the Fidelity Bonds of these affiliated Companies 


A Nationwide Service 


a letter to the editor of BANKiNG, H. T. Sine of the 
Foreign Banking Department, Commonwealth-Commer. 
cial State Bank, Detroit, writes as follows: 

“In this department we have the opportunity of selling 
our bank in many ways. The one in which I am most inter. 
ested is the selling of checks and drafts. I need not go into 
detail as to whether the banker at the other end will im. 
mediately cash such items. We know definitely from our 
own experience that he will not, unless the party has the 
check endorsed by a depositor of the paying institution. 

“T feel that we could link up the banks of the United 
States in a service so fine that it would surpass that which the 
Canadian banks are rendering through their nationwide 
branches, through the medium of the American Bankers 
Code Book: 

1. A bank in any state may issue its check on a bank in 
another state for any amount payable to whomever 
desired. 

. The issuing bank will at the close of business that day 
send a confirmation which is a carbon copy of the 
issued draft and signed by the party or officer of the 
bank who signed the original. The copy will be at- 
tached to the bank’s cover check on New York or 
Chicago, which will be for a like amount plus % of 
the commission charged by the issuing bank, but the 
commission by paying bank will not exceed 50 cents 
on any one item. 

. If the draft exceeds $500 a test will be printed on the 
copy made up from the Bankers Code Book, thus assur- 
ing the cashing bank that the draft it is cashing is 
genuine. 

. The charge for this service would be drawn up similarly 
to the postoffice money order charge, or a fee set by 
the American Bankers Association up to $100 and 
4 of 1 per cent thereafter. 

“This service would also give the small country banks a 
better opportunity of making connections with other U. S. 
banks, and put them in a position to offer better service to 
their communities.” 


The cartoonist’s caption is ‘* ‘Farming Is Big Business 
and Should Be Managed as Such’— Senate Speech” 


Economist AL 
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BEARINGS 


oy REGULARLY as the rise of the sun, 

ship’s officers get their bearings, 
calculate their exact position, check their course. 
Ina sense, every well-regulated bank does likewise. 

At the end of each day, every penny is accounted 
for and every dollar owned or owed is determined. 
The science of doing this is called accountancy. 
The statement of findings is called the Balance 
Sheet. 

Below is our current statement. It is a brief of 
the elaborate ones which we calculate every day. 
It is published here so that all may see and know 
our position. 


Statement of Condition, December 51, 1957 
RESOURCES 
Cash on Hand and in Banks $33,542,324.77 
U. S. Government Securities and Home 
Owners’ Loan Bonds 15,553,228.90 
State, County and Municipal Securities 28,179, 533.18 
Other Investment Securities 20,433 ,091.63 
23,096,828.78 
6,067 ,3 13.02 
3,182,298.72 


$130,054,619.00 


Capital Stock $6,700,000.00 
Surplus 15,000,000.00 
Undivided Profits 2,100,525.39 
Reserve for Contingencies 1,132,805.57 
Reserve for Interest and Taxes 755,152.26 
Other Liabilities 220,624.22 
Deposits 104,145,511.56 


$130,054,619.00 


United States Government obligations and other securities carried at $14,865,303.65 in the above statement 
are pledged to secure Government, State and Municipal deposits and for fiduciary purposes 
as required by law, and to secure Clearing House exchanges. 


WILLIAM P. GEST MARSHALL S. MORGAN J. CALVIN WALLACE 


Chairman of the Board President 


Treasurer 


FIDELITY-PHILADELPHIA TRUST COMPANY 


135 South Broad Street 325 Chestnut Street 6324 Woodland Avenue 


MEMBER FEDERAL RESERVE SYSTEM MEMBER FEDEBAL DEPOSIT INSURANCE CORPORATION 
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First National Bank, Tulsa 


RENTS 7 FLOORS 
ON LONG LEASE 


arrie 


Air Conditioning 


Make Your OWN 
Business Conditions! 


@ How much do we know? This much 
is certain: the organization that pro- 
vides its patrons or customers with the 
comforts of Carrier Air Conditioning is 
the organization that will get the busi- 
ness and make the profits, regardless 
of conditions. Just as the American 
National Bank in New Orleans in- 
creased its office rental to 98%—hun- 
dreds of banks and office buildings 
will do the same in 1938 with Carrier 
Air Conditioning. And just as the 
Northern Trust Company in Chicago 
decreased absence due to illness by 
half—and increased its business sub- 
stantially while general business was 
“off"—banks from Maine to Florida, 
from New York to California will profit 
this year—with Carrier Air Condi- 
tioning. 

Begin your Carrier installation now 
—while you can benefit by advan- 
tageous working and purchasing con- 
ditions. Your Carrier representative 
will give you the facts without obliga- 
tion—tell you how easily and reason- 
ably you can have the same System 
used in Radio City, the U. S. Capitol 
and thousands of buildings through- 
out 99 countries of the world. 


CARRIER CORPORATION, Desk 236 
Syracuse, N. Y. 


Without obligation, send me complete information 
on Carrier Air Conditioning for [] Banks; for 
Stores; for [] Residences. 


— 


1 FIRST OFFICE BUILDING in Tulsa to provide 

* the comforts of year ‘round air conditioning 
is the First National Bank. In 1935 this progres. 
sive building installed a Carrier System in the 
basement, first floor and mezzanine—found it so 
desirable the System was extended throughout 
the building. Profitable? It was the means of 
renting 7 floors on a long term lease—and at 
highly desirable rates! 


y) START of installation is shown here. 3 FINISHED . . . all ducts are concealed 
* Ductwork to deliver conditioned air * by an attractive arched ceiling which 


to each office was attached directly to enhances the beauty of the building 
corridor ceilings ... provides excellent head room. Smart! 


> 


4 JUST ONE FLOOR! That's the size of the First National Bank of Jefferson Parish, 
* Gretna, Louisiana—but it has the same efficient temperature and humidity con- 
trol as the 10-story building in Tulsa. Large buildings or small—Carrier does both! 
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Six Million Families 


Some Matters of Importance, by ALBERT W. ATWOOD 


are reached by banks in any effective sort of way is 

shrouded in mystery, no doubt. Not but what we have 
plenty of figures on the total number of depositors, both in 
individual banks and in general. In fact one bank in Califor- 
nia advertises that it has two million depositors, and the 
mutual savings banks have always made much of their large 
totals of depositors. 

But numbers are much less important than the service 
rendered. To know that a single banking system has two 
million depositors stirs the imagination. But whether a 
bank has two million or only two hundred depositors, what 
really matters is that the income and resources of individ- 
uals, families and business concerns shall be built, fostered 
and protected by it. The more people the banks can serve the 
better, but one must never forget that it is the quality, the 
extent, the degree of the service which counts. 

This thought stems naturally from the recent emphasis 
placed in certain high official quarters upon the yellow- 
journalistic and mob-rousing theme of a new book, namely, 
that 60 families control the United States. This is not the 
place to argue with such a distorted and demagogic idea. 
What these paragraphs aim to do is to plant in the mind of 
the banker, large or small, a wholesome reaction to such 
baleful mythology. Bankers must have smiled when they 
read the tirades based on the 60-family idea. But the smile 
accomplished nothing unless it led to serious resolution. 

For what do bankers do in their daily business? They 
make “good” business loans, if they can, and large ones, 
when they can. Even in these days of easy money they are 
forced to take large deposits at times just to “take care” 
of their old customers. But banks do a lot more than this. 

They accept savings accounts, Christmas Club savings, 
vacation club savings, small checking accounts; they collect 
bills, give investment advice, provide safe deposit boxes, 
furnish credit information; they sell travelers’ checks, letters 
of credit and foreign exchange; they maintain travel depart- 
ments, certify checks, provide banking by mail, make small 
personal loans, provide trust service, give budget advice, 
and even in some cases provide night as well as day de- 
positories. 

Obviously all this activity on the part of some 15,000 
banks is not conducted for the benefit of 60 families only, or 
for 60,000 or 600,000. Even 6,000,000 is probably an under- 
estimate. The essential point is that the whole spread, 
variety and diversity of banking service makes not for 
concentration of wealth but for its distribution. 

The bank, whether large or small, urban or rural, unit or 


Je how many of the 30 million families in this country 
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branch, is working in the very opposite direction from 
monopoly and concentration. A relatively few so-called 
“Wall Street”, or big banks, whether in New York or other 
large financial centers, may concentrate on large accounts, 
whether of business concerns or individuals. Even these few 
institutions share in the democratic process, however, by 
providing specialized services for many smaller banks. 

But banks in general, the overwhelming majority of them, 
depend not only. upon many different customers but upon 
customers of every kind of occupation and almost every 
degree of economic security and abundance. The whole 
secret of the banker’s success is to develop, promote, 
strengthen and even at times to “carry along”, if necessary, 
as many thrifty, careful, sound, sensible individuals, families 
and business concerns as he can effectively handle. 

If the ownership and control of wealth in this country were 
as closely and narrowly concentrated as some of our more 
sensation-hunting politicians and publicists would have us 
believe, most of the banks of the country would go out of exist- 
ence tomorrow. They would have no place and no function. 

The banker works constantly over a vastly extended battle- 
front to make millions of small savings and business accounts 
grow into larger ones. His whole urge, impetus, motive is 
toward economic democracy rather than royalism. 


Good News 


T is quite common to hear people say that they won’t read 
the daily paper because it contains so much bad news. 
They take one glance at the front page and see only a world 
in trouble. But one must learn to read the morning paper 
with discrimination. The scare headlines tell only part of 
the story. Tucked away on inside pages are little items of 
good news, telling us of repair, recovery and upbuilding. 

Typical of these news “stories” are those which announce 
the liquidation of bank receiverships. In some recent months 
as many as 30 or 35 national banks have ended their receiver- 
ships. From March 1933 to November 30, 1937, the number 
of national banks in receivership had been reduced from 
1,727 to 847. During that period the office of the Comptroller 
of the Currency had handled 50,000 cases in various courts 
and at the peak of the work employed approximately 3,200 
field attorneys. And 72.88 per cent of the deposits had been 
made available to creditors. 

There can be no defense of bank failures, and it is to be 
sincerely hoped that the disasters of 1932 and 1933 will never 
be repeated. But it is well to remember that what sometimes 
looks like a loss does not turn out to be such. Once more we 
are reminded that time and skill may work wonders. 
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Inflation and the Banks 


in a country in relation to the volume of goods and serv- 

ices that are being bought and sold. If you pump enough 
money into circulation, you can push up prices to any height. 
Germany, for example, after the World War, ran her mone- 
tary circulation up to hundreds of quintillions of marks and 
thereby multiplied her commodity prices and the cost of liv- 
ing over a trillion fold. Large issues of money mean high and 
rising prices because the law of supply and demand applies 
to money as it does to every other commodity. Inflation then 
exists when prices rise because there is too much money. 
This is the essence of inflation. 

Like most brief definitions of highly complex things, 
however, this statement requires some qualifications and 
interpretations to make it completely accurate. To be more 
precise, I would say that inflation exists in any country 
whenever the supply of money and circulating bank credit, 
namely, deposit currency, increases relatively to the demand 
in such a way as to cause a rise in the price level. The sup- 
plies of money and of deposit currency must always be 
interpreted in terms of their respective velocities of circula- 
tion. Something like 90 per cent of our business is performed 
by means of bank deposits circulating through bank checks. 
Some accounts are very active and some are very inactive. 
Velocities in general are low in periods of depression and high 
in periods of boom. 

So long as the people retain confidence in their currency, 
the velocities tend to vary with the ups and downs of busi- 
ness confidence, rising as business confidence rises and falling 
as business confidence falls. Just as the volume of freight 
services in a country depends upon the speed with which 
freight trains move as well as upon the number of freight cars 
available, so likewise does the volume of our circulating 
medium depend not only upon the number of units but upon 
the rapidity with which these units move. A doubling, for 
example, of the average rate of speed at which deposits 
circulate would be equivalent in its influence on prices to a 
doubling of deposits with velocities remaining unchanged. 

The test of inflation is a rising price level. The price level 
is a sort of composite or average of the prices of all kinds of 
commodities and services. If the law of supply and demand 
applies to money and bank deposits circulating through 
checks, as it certainly does, the price level can only rise when 
the supply of the circulating media increases relatively to the 
demand and can only fall when it decreases relatively to the 
demand. 


means too much money—too much money 


INTEREST RATES DURING EXTENDED INFLATION 


PERIODS of monetary inflation with strongly rising prices, 
after the inflation once gets under full swing, are proverbially 
periods of high and rising interest rates. People with capital 
are unwilling to lend except at high rates of interest when 
they expect that the loans will be paid in a much less valuable 
dollar than the ones which they are lending. On the other 
hand, borrowers are willing to pay high interest rates to ob- 
tain funds when the prospects are that they can invest the 
borrowed money in goods whose prices are rising rapidly 


and that they can pay back their debts ultimately in a much 
less valuable dollar than they borrowed. During the post-war 
inflation experiences of Germany, Poland and Austria and 
other inflation countries of Europe interest rates often rose 
to great heights as commodity prices shot upward. 

During the early part of a strong inflationary movement, 
however, interest rates are usually temporarily depressed 
as they were in the United States during the year 1915 and 
the forepart of 1918. Then the establishment of our Federal 
Reserve System, involving enormous reductions in our legal 
reserve requirements, and the heavy flow of funds from war- 
ridden Europe glutted the American money market with 
money and bank credit. Interest rates were thereby held 
down for a short time as they have recently been held down 
in the United States for some time by the process of inflation. 
After such a period of temporary monetary and credit glut 
and of low interest rates, gradually the increased supplies of 
money and of deposit currency make themselves felt in rising 
prices. Then when commodity prices once get into full swing 
on the rise, they pull up with them the interest rates as they 
did in the United States during the greater part of the time 
from the Spring of 1916 until the forepart of 1920. 

At such times everyone wants to buy today as things are 
expected to be dearer tomorrow. The merchant wishes to 
increase his inventory, the manufacturer to increase his 
supply of raw materials and improve his plant, the home- 
builder to build his home; and all classes want to buy goods 
today because prices are moving upward and everyone ex- 
pects that things will cost more tomorrow. A sellers’ market 
is created. This gives an artificial and feverish stimulus to 
business, greatly increases the demand for capital of all kinds 
and pushes up interest rates. 

It is largely for such reasons that for the last 150 years the 
level of interest rates and the level of commodity prices in 
England have shown a remarkable correlation, moving up 
together in times of inflation and declining together in times 
of deflation. 

When there is for any considerable period of time a strong 
upward surge of commodity prices under the impact of infla- 
tionary forces, no cheap money policy on the part of the Gov- 
ernment can long prevent a rise of interest rates although it 
may do so for a short period. 


INFLATION’S EFFECT ON THE BANKER 


HOW would such advances in commodity prices and result- 
ing advances in interest rates be likely to affect the banker? 

In trying to answer this question we must first note that, 
of course, much will depend on whether the inflation is mod- 
erate or extreme. Inflation is a question of degree and the 
greater the inflation the greater will be its effects. A very 
moderate inflation would have little influence of consequence 
on the banker. 

Bankers as a class are less concerned with inflation than 
most other classes of business men. Inflation helps debtors 
and hurts creditors. The banker is both creditor and debtor 
on a large scale. His business is preeminently that of swap- 
ping his own non-interest bearing debt for the other fellow’s 
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By E. W. KEMMERER 


interest bearing debt, i.e., a non-interest bearing demand 
deposit for an interest bearing promissory note or bond. If we 
have serious inflation and the dollar greatly depreciates and 
thereupon the bank debtors pay the bank in a cheap dollar, 
the banker merely turns around and pays the same cheap 
dollars to his creditors—the depositors. One hand washes the 
other. This is true except for the bank’s capital funds. These 
represent proprietorship. They constitute the stockholders’ 
stake in the bank. When the dollars in which they are in- 
vested depreciate in value, that is, in purchasing power, there 
is no compensatory factor. Depreciation here constitutes a 
net loss to the stockholders. With inflation the real property 
of the bank’s premises, of course, will increase in price, but 
this increase does not constitute an increase in real value and 
is not a type of increase that can easily be turned into cash 
by the bank. 

From the banker’s point of view inflation has certain dis- 
advantages and certain advantages. Let us consider first the 
disadvantages. 


DISADVANTAGES TO A BANKER 


(1) THE first disadvantage to be noted is a decline in the 
value of the bank’s investment portfolio. Probably the out- 
standing change in American commercial banking during 
the present century has been the pronounced shift in banking 
portfolios from business paper to investment securities. This 
shift has been particularly pronounced since the World War. 
This shift is the explanation of the statement one hears so 
frequently nowadays that our commercial banks are rapidly 
becoming investment trusts with assets consisting chiefly of 
capital securities and with liabilities actually or virtually 
payable on demand. For June 30, 1937, all commercial banks 
of the country reported total loans and investments of about 
$40,000,000,000; of this sum about $22,000,000,000, or 55 
per cent, consisted of securities, and of these securities two- 
thirds represented United States Government credit. Be- 
cause of the almost vanishing yield of high grade, short time 
securities during recent years, the temptation to banks has 
been very strong to increase the proportion of their longer 
maturities where the interest yield, though low, is better. 
The portfolios of the banks differ in one important respect 
from the customary type of investment trust, that is, in the 
fact that nearly all the securities owned are in the form of 
debt, namely of bonds, mortgages and short time notes and a 
very few are in the form of proprietorship claims such as 
common stocks. Under the Federal law national banks are 
prohibited from investing in corporation stocks, and in most 
of our state jurisdictions there is either a similar prohibition 
or very rigid restrictions as regards such investments. Inas- 
much as bank portfolios contain such a large proportion of 
bonds with substantial maturities and as the market value of 
these bonds depends heavily upon the prevailing interest 
tates, the ups and downs of the market rates of interest are 
matters of great concern to bankers. A rise in the market rate 
of interest, for example, from 314 per cent to 4% per cent 
would be expected to cause a decline of 8 per cent in the value 
of a bond due in 10 years (with interest payable semi-annu- 
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ally) and of about 13 per cent of one due in 20 years. 

Under inflation, Government bonds will decline like other 
bonds, except to the extent that the Government “mone- 
tizes them”. By monetization I mean rendering them practi- 
cally convertible at par on demand into bank deposits or 
circulating bank notes as was done during the great inflation 
in Germany. Monetization would maintain the money value 
of the bonds but would progressively aggravate the inflation, 
pushing up prices and interest rates and continually widen- 
ing the difference between the yield on governments and the 
yield on other high-grade bonds. This, of course, would tend 
to drive all Government bonds into the hands of Government 
agencies and of banks institutions that could monetize them. 

(2) As inflation progressed and the market rate of interest 
moved upward, pressure would become increasingly strong 
upon the banks to return to the payments of higher interest 
rates on their time deposits. 

(3) Deposits would be increasingly active. The ratios of 
loans to deposits would rise. Credit between business men 
would decline because sellers would demand cash payments 
and give for them good cash discounts in order to avoid the 
losses that would arise from delayed payments at times 
when the dollar was depreciating in value. To make cash 
payments, of course, buyers would resort increasingly to the 
banks for funds, but to avoid depreciation of their funds 
they would be likely to draw down their deposits more 
quickly than in normal times. This would mean an increasing 
rate of deposit turnover. 

(4) The greater activity in the bank’s business would 
require an increasing number of employees at continually 
higher wages, which would substantially increase adminis- 
trative expenses if inflation should become pronounced. 


ADVANTAGES TO THE BANKER 


TURNING to the favorable side, that is, to the advantages 
to banks from inflation, we may note the following: 

(1) Increasing activity and increased dollar profits on the 
part of the business public would increase bankers’ business 
loans; banks would tend to be more truly commercial banks 
and less investment trusts than at present. 

(2) Increased business activity and rising prices would 
sweeten many sour loans and investments. Business failures 
would tend to be low during inflation; also bank failures. 

(3) Bankers would receive higher interest rates than 
at present on their commercial loans and on their new 
investments. 


CONCLUSION 


ON NET balance bankers would probably lose like most 
other classes in the community rather than gain during any 
extended period of substantial inflation. At least that was 
the experience of most bankers during the recent period of 
post-war inflation in Europe, both in the countries of extreme 
inflation and in those of more moderate inflation. 

For a time increased activity might seem to constitute 
prosperity but strong inflation usually ends in a collapse, 
the so-called “stabilization crisis”. The hilarity of the night 
before is followed by the cold, gray dawn of the morning 
after. Then values decline; many bankruptcies occur and 
there is a period of stagnation and depression during which 
stabilization at or near the status quo level is effected, and 
the slowly gathering forces of recovery gradually bring 
things back to normal. 

Bankers will serve their own interests as well as those of 
the American people by fighting inflation. 
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One Taste of Benefit Checks 


By C. M. HARGER 


ATEVER form Federal aid to agriculture takes it 

\\) is evident that, in the beginning at least, it will in- 
clude subsidies or benefits. The farmer has had one 
experience in the administration of the A.A.A. and the taste 
of benefit checks still lingers, calling for more. The rural 
banks, so intimately connected with the farm country’s 
financial destiny are considering with some curiosity what is 
to be the ultimate effect of further experiments and policies. 
To some extent, of course, the influx of Federal money 
was an impetus to their deposits. A county received, say, 
$300,000 for not planting a proportion of the wheat acreage 
—scattered $50 here, $100 or $300 there—and the money 
speedily went into circulation. Some went to reduce bank 
loans, but more went to pay store bills or to the delayed pur- 
chase of commodities. The total looks large but actually it 
was but a trifle in the total of the county’s ordinary crop 
output. Eventually it had its effect in swelling the banks’ 
deposits, but it accounted for only a small part of the in- 
crease in the past three years, during which time the banks 


have attained more deposits than they could profitably 
handle. 


THE BENEFICIARY’S ATTITUDE 


THE effect on the farmer’s morale, in some cases, has been 
more direct. Meager though his benefit check was, he became 
imbued with the idea that the Government must do things 
for him, that he must act under the orders of a committee 
or a Federal agent. Thereby he lost some of his old-time in- 
dividuality with which the banker was able to cooperate. 

Today the farmer is being rewarded for certain kinds of 
soil culture, including erosion projects and a series of com- 
plicated provisions, mostly Greek to him, laid down for his 
guidance. If he follows the schedule and makes proper re- 
ports he is to receive cash benefits. In the future loom crop 
control, perhaps pegging of prices and loans on surpluses 
stored in granaries. 

The rural bank has plenty of funds to lend on actual grain 
in storage. Its business depends on the cooperation of its 
customers. With what would be in effect a pegged price for 
products, farm patrons would indulge in an orgy of intense 
cultivation and, given good years, would prosper enormously 
—while it lasted. But unless rigid control were exercised— 
and this the average farmer resents—the Government would 
find a most expensive proceeding. There would come a re- 
action just as there did in the wheat end of the A.A.A., and 
the farmer would become unfriendly toward the banks be- 
cause they could not give the service he expected. Extreme 
heights and deep depths in income are not desirable. Bankers 
know this and their advice to their customers always re- 
flects it. 

The past seven years have tried the courage of the country 
banker. He has faced a condition which called for careful 
management and earnest thought—to protect his institution 
and to give to his customers, many of them in hard straits, 
the aid to which they were entitled. Many banks have given 
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THEORETICALLY the complete installation of crop con. 
trol and price control will make farming an exact science— 
and thereby the banks will be able to estimate accurately the 
income of their rural customers. It would be about perfect 
if the rainfall and sunshine could also be regulated. 


up the struggle and liquidated. Some have been closed by the 
examiners. But generally they have fought a good fight and 
have carried their farmer customers through to more hopeful 
times. They are in better condition than in years and their 
possibilities for helpfulness are expanded—if the opportunity 
be given for such assistance. 

Rural banks have for years—since the days of settlement 
—based their operations on the upbuilding of agriculture. 
They have contributed to the farmer’s activities, have en- 
couraged by liberal contributions better stock movements 
and diversified agriculture, and have sought to establish 
their customers on sound grounds. It is safe to say that the 
country banker has given more thought and more time to the 
problems of his farmer customers than to any other branch 
of his business. 

Now if the Government by subsidies, by orders as to pro- 
cedure and loans, which may or may not be profitable to it- 
self, makes the farmer look to Federal authorities for his 
guidance and financial assistance, the banker will become less 
important in the producer’s activities. Indeed, were it not for 
service charges and similar devices to add to the banks’ 
income there would be in many localities no banks. The rural 
banks have seen excessive realty loans made at low rates 
by the Government and have witnessed the foreclosures 
that followed in large numbers because their customers were 
not wise in borrowing. 


BANKS MUST LOOK TO THE FUTURE 


IT IS not that the bank is unsympathetic with the producer. 
No institution is striving more helpfully to make every cus- 
tomer measure up to a high degree of prosperity. Nor does 
it begrudge the producer his share of the benefit checks which 
the Government has been handing out to agriculture so 
liberally. It is concerned with the farmer’s future. If he is to 
depend on Federal benefits for his prosperity it means that 
he loses some of his initiative and ability to stand on his own 
feet. If he is to be regimented and his crop acreage regulated 
by some bureau at Washington it means entering on a new 
course that will eventually change the whole trend of his 
activities. The banker is wondering what will be his place in 
the rural community life and what will be the outcome 
of the tendency if Federal control reaches the heights that 
some of its advocates demand. For the taste of benefit 
checks still lingers. 
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A Country Doctor of Finance 


By W. B. 


RM banking, often cited as the most speculative and 
Pibazardous type, is actually the safest risk in the South. 
Naturally, it can involve risk beyond any reasonable 
degree of safety; but where the moral factor is considered 
along with the tangible assets, and where the morale of the 
borrower is kept up, farm banking will always pull through 
with a profit. 

Here in our section of the south plains of Texas we have 
about average conditions for an agricultural section, and 
about average people. So long as their morale is maintained, 
nothing short of an earthquake will prevent their paying 
their debts. 

We have very few farm losses. But to avoid losses, a 
banker must be more than a banker—he must be a sort of 
financial doctor, able to analyze a client’s problems and 
prescribe the proper remedy. We have had to take personal 
interest in our clients. Some we have encouraged to get a few 
milk cows, hens and hogs in order to have a living at home 
to help feed the family while the cash crop is growing. 


PLUNGERS AREN’T WELCOME 


THE only loss the average small town farm banker has is 
from the big tractor farmers or the big traders who get too 
much involved. We know there is safety in numbers, so most 
of our loans are to the average farmer, the man with 160 
to 640 acres of land. We will finance the large operator, too, 
if we decide he is of the type and has the ability to work on 
a large scale. But we never permit a man to plunge to the 
extent that he gets so deep in that he does not have the 
courage to keep trying. 

The farm bank, lending money to finance the growing of 
crops, must be ready at all times to recognize and face trends 
and changes. For example, from 1907 when we were organ- 
ized to 1917, about 75 per cent of our loans were made on 
cattle. Today, 75 per cent of our credit goes to farmers, but 
there are very few loans on cattle. We did not make the jump 
overnight. We began working into the farm loan business 
with the farmers who appeared interested and determined to 
succeed. 


NO ROYAL ROAD TO FARM SUCCESS 


TODAY we are in another period of transition—75 per cent 
of the farming in our section is being done with power 
implements. The horse and mule are fading from the picture. 
We believe the change is going to be successful; but, as 
bankers, we are not permitting our customers to over- 
extend themselves. It does not always follow that a good 
farmer with 100 acres and four horses will succeed with 600 
acres and a tractor, or that the single tractor farmer can 
make a success with several thousand acres and several 
tractors. We are encouraging the trend in a conservative and 
orderly way rather than advocating big farming as the quick 
way to riches. 

The country banker must consider one difference between 
the loans of today and yesterday. Back in the time of cattle 
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SLATON 


loans, we would lend all we could in Fall and Winter months; 
then when deposits were low, we could sell some of the loans 
to the big city banks, making a brokerage on the deal. But 
farm loans cannot be handled as cattle loans; when we make 
a loan we know we will have to carry the paper to maturity 
or beyond. 

Our loans to farmers begin soon after the first of the year, 
the greatest activity coming in the Spring and lasting to 
harvest time. Most loans run six to nine months. If a cus- 
tomer owes no one but us and has no second or third liens 
against his crop, we will finance his cotton picking and 
ginning, help him gather his crop, and hold it for favorable 
market prices. But if the farmer has other mortgages against 
his crop or personal property, we get our money just as fast 
as the crop is gathered. 

Credit ratings have their place in banking, and so do 
letters from fellow bankers. But we never base a loan upon 
references or past records that have been made elsewhere. 
Although we often obtain such information as evidence in 
judging a man’s integrity and honesty, we give but little 
weight to these records as a measure of his ability to pay us. 

At times we create loan business by showing a good farmer 
or other customer where he can use a little additional capital 
to buy better cows, to pay off and consolidate other debts, to 
expand his business and make other improvements to better 
his general position. 


A BANK CAN INCREASE A TOWN’S TRADE 


OUR experience indicates that a banker can broaden a 
trade territory for the average farming town. Many people 
come in to trade with local merchants because they like to do 
business with the local bank. On the other hand, the banker 
is not restricted to the average market zone created by other 
local business men. Many people get started doing business 
with the bank and continue to bank in one town, yet buy 
most of their merchandise in some other place. 

Governmental activity has been of some value to us as 
farm bankers. For example, in 1934 our county had almost a 
crop failure, making less then 10,000 bales of cotton. Govern- 
ment benefits to farmers did not retire debts, but this 
plan did help farmers pay the cost of making the next crop. 
And there are instances where governmental activity has 
strengthened the banker’s position. If we hold a lien on 
cotton and other property and the Government subsidy is 
sufficient to cover our loan, we can go ahead with the farmer 
and finance him for a new crop, using his present property 
to secure the additional loan and retiring the original loan 
from the Government checks. 

But for the most part, farm banking is a matter that has 
to stand on its own feet—it stands and falls with the general 
progress of the country. Properly managed, it is a safe 
business. We feel this is the most secure branch of the 
banking business, and that a certain degree of this security 
is enhanced by constantly working to build up the morale 
of our citizens and customers. 
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HE objectives of the Institute of Bankers in Great Brit- 
ain are to facilitate the consideration and discussion of 
matters of interest to bankers and, where advisable, to 

take measures to further the decisions arrived at; and to give 

opportunities for the acquisition of a knowledge of the 
theory of banking. 

In a previous article (January BANKING) an outline of the 
constitution and operations of the Institute was given. Here, 
we will concern ourselves with the Institute examinations, 
which play such an important part in the British banking 
profession. Every year the value of these examinations is 
becoming more appreciated, as is shown not only by the con- 
tinually increasing number of candidates, but by the fact 
that most of the leading banks encourage all junior em- 
ployees to take the examinations, and make monetary grants 
to those who successfully complete the courses. 

Unquestionably, the Institute has been instrumental in 
furthering the ambitions of thousands of British bank clerks 
and in placing the banking profession on the high plane it 
now occupies. 

The examinations are held in the Spring of each year in 
such London, provincial and foreign centers as are conveni- 
ent to candidates. The examinations in obligatory subjects 
run for one week from 6:30 to 9 o’clock each evening. Those 
in voluntary subjects run for a like period and are usually 
held two weeks later. 

Examinations in all subjects are divided into two parts 
and normally require at least three years of study. They are 
as follows: 


OBLIGATORY SUBJECTS 


Part I Part II 
English Composition * English Composition 
Commercial Geography * Foreign Exchange 
Bookkeeping * Accountancy 
The Practice and Law of Banking The Practice and Law of Banking 


Economics Economics 


* First year subjects 


Susjects, Parts I and II 
French, German, Italian, Portuguese, Spanish 


In his first year, a candidate is restricted to one or more of 
the three first year subjects. In his second year he may sit for 
any four subjects, obligatory or voluntary. However, no 
candidate may sit for a subject in Part II until he has passed 
in the corresponding subject in Part I. In subsequent years 
candidates may sit for any number of subjects with the 
above proviso. 

No candidate is normally permitted to take more than five 
consecutive years in completing Part I, but there is no time 
limit for Part II. Members barred by the Part I time limit 
may apply for permission to begin the examinations again. 

The examinations are supervised by responsible bankers 
appointed by the Institute’s Council, and are conducted by 
means of printed papers delivered to the supervisors in sealed 
packets and opened in the examination room in the presence 
of the candidates. Completed papers are forwarded to the 
Institute and results are published in alphabetical order later 
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The Banking Field’s Wide Range 


in the year. Lists of successful candidates in Part II of both 
obligatory and voluntary subjects are also published in order 
of merit. Candidates who gain more than 80 per cent of 
marks in the Part II obligatory subjects have their certifi. 
cates marked with “distinction” in such subjects. 

That the reader may appreciate the exhaustive nature of 
these examinations and the wide range of subject matter, a 
brief résumé of each of the subjects follows: 

English Composition 

Tests are set on some or all the following, with importance 
attached to punctuation, handwriting, spelling and neatness, 
and with Part II naturally demanding a higher standard of 
knowledge than Part I: Essay; précis writing; paraphrasing 
of a prose passage; conversion of a passage from direct to in- 
direct speech and vice versa; letter writing; the exact usage 
and meaning of words; construction of phrases, sentences 
and paragraphs; idioms and figures of speech. The essay is 
not intended to test knowledge so much as the candidate’s 
power of well constructed expression, and a familiarity with 
public affairs, novels, biographies and travel records. 


Commercial Geography 


Candidates must show an elementary knowledge of general 
geography with particular attention paid to the following 
subjects: (a) The geographical distribution of the principal 
commercial commodities and the geographical conditions af- 
fecting their production and transportation to the chief mar- 
kets; (b) the sources of power and geographical conditions 
affecting the application of power; (c) trade centers and 
trade routes and the geographical factors influencing their 
establishment and development; (d) the economic geography 
of the principal countries of the world; (e) facts on trends in 
world production and the economic development of countries. 


Bookkeeping—Part I 


The nature and application of double entry and its supe- 
riority to single entry; the ledger and its subdivisions; the 
cashbook, journal and other books of original entry and their 
usage; bank reconciliation statements; bills of exchange; dis- 
counts; provision for accruing expenses, income and pay- 
ments in advance; bad and doubtful debts; simple commer- 
cial balance sheets with inventories, fixed and floating assets, 
reserves, goodwill, profit and loss account; bookkeeping of 
consignments; depreciation and its measurement; partner- 
ship bookkeeping; company bookkeeping with entries conse- 
quent to the issue of various classes of shares and debentures 
for cash or otherwise. 


Accountancy—Part II 


Candidates are expected to be fathiliar with the manner in 
which the operations and financial position of commercial 
undertakings are reflected in revenue accounts and balance 
sheets, and the relative significance of every item. Problems 
arising from the publication of the accounts of holding com- 
panies and the general ideas underlying the presentation of 
consolidated accounts. 
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By A. PATTERSON FIRTH 


Economics—Part I 


(a) The meaning of economics with definitions of eco- 
nomic terms; (b) the production of wealth and the relations 
between commerce and industry; (c) the principles of eco- 
nomic organization, with forms of specialization and types of 
business organization; (d) markets, their development and 
characteristics, determination of market prices, supply and 
demand, theory of distribution; (e) mechanism of exchange, 
forms and functions of money and credit and of banks, and 
price fluctuation causes with elementary theory of interna- 
tional trade and foreign exchanges. 


Economics—Part II 


(a) Description and analysis of the money market— 
functions of the Bank of England, the joint stock banks, 
clearinghouse, discount houses, and other financial institu- 
tions, including the stock exchange; the gold standard and 
its alternatives; (b) international trade—character and fi- 
nancing of British trade with other countries and the theory 
of foreign exchanges; (c) industrial fluctuations and the prob- 
lem of employment—trade cycles, financial crises; (d) public 
finance—principles and methods of taxation and assessment; 
public indebtedness, treasury bills, types of long term in- 
debtedness; the influence of government loans and taxes up- 
on the money market. 


The Practice and Law of Banking—Part I 


The nature of banking and the function of the banker; the 
meaning of banking and mercantile terms; simple banking 
operations; the law relating to checks, bills of exchange and 
promissory notes. 


The Practice and Law of Banking—Part II 


In addition to the foregoing, candidates must have a 
knowledge of: (a) the ordinary practice with regard to the 
opening and conduct of bank accounts, the discounting of 
bills, the granting of loans, the handling of securities and 
other documents, banking investments, the deposit of valu- 
ables; (b) elementary questions on the general principles of 
commercial law, including the law of bankruptcy; and ad- 
vanced questions upon the law of negotiable instruments, 
title to land, mercantile and other securities and guarantees. 
Candidates are not expected to quote cases but are required 
to give reasons for their answers. 


Foreign Exchange—Part IT 


This paper is divided into two sections, the first covering 
both theoretical and practical aspects of the subject, and the 
second requiring the arithmetical solution of practical ex- 
change problems. Candidates are expected to display a 
knowledge of current financial, political and economic events 
as they relate to foreign exchange. Questions may be on: (a) 
The theory of foreign exchange—general fundamental prin- 
ciples; causes of fluctuations; international indebtedness and 
“balance of payments”; means and methods of discharging 
Internationa] indebtedness; international clearing agree- 
ments; monetary standards and currency systems, including 
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THE June 1937 issue of the Journal of the Institute of 
Bankers printed the Institute council’s annual report, 
which contained some figures on the previous year’s exami- 
nations. The report states: “*Of those who sat in 1936, 1,174 
gained the Associate Certificate, as against 981 in 1935 and 
955 in 1934. 1,228 candidates completed Part I, as com- 
pared with 1,185 in 1935 and 1,330 in 1934.” The report 
adds that, “taking all Part I subjects as a group, the average 
percentage of passes was 54.7, as compared with 45.7 in 
1935. In Part II 47.9, as compared with 35.8.” 
Candidates for all examinations in 1937 numbered 
14,382 in 1,153 centers. In 1918, for example, the number 
was 1,218 in 287 examining centers. 


the various forms of the gold standard, and their working; 
monetary theories and their relation to the exchanges; ex- 
change equalization accounts in theory and practice and 
their connection with and their effects on the domestic credit 
and banking systems; “managed” currency systems and ex- 
changes; special features of exchanges under the events of the 
last two decades, with special reference to the past few years. 
(b) The practice of foreign exchange—the gold, silver and 
paper exchanges; functions of an exchange dealer and the 
working of the London foreign exchange market; exchange 
terminology; the money market and its relation to the ex- 
changes; financing exports and imports; collection and 
negotiation of foreign bills, etc., including banking processes 
and risks involved; investment and banking operations in- 
volving the use of the exchanges. (c) The arithmetic of the 
exchanges—problems based on everyday exchange opera- 
tions which necessitate the practical application of theoreti- 
cal knowledge and will involve the selection of rates for buy- 
ing and selling various forms of exchange, allowances for 
profit, interest, etc. 


The Institute issues a list of books recommended for study 
in connection with each of the subjects. Also, any candidate is 
entitled to ask the Institute’s director of studies for advice 
on his course of reading. 

Regarding the voluntary subjects (the five foreign lan- 
guages) the examinations are in two sections, written and 
viva voce, and only successful candidates in the written part 
may be examined orally. 

The written section calls for a knowledge of grammar, and 
the translation of prose and business correspondence from 
English into foreign and vice versa with special stress laid on 
terms and phrases used in commerce, banking, finance and 
insurance. Candidates are required to translate general and 
technical letters and business reports, and to write an essay 
on some subject set by the examiner. 

In the viva voce examination candidates must condense 
into précis form in English a business report read out slowly 
in the foreign language, and must translate extempore into 
the foreign language a business letter dictated slowly in 
English. 


In a later issue of BANKING the author will describe the British 
Institute’s examinations of students in trust work 
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LL of us are familiar with the fact that our deposits rep- 
resent many and diverse interests. They represent the 
monetary expression of the hopes, the aspirations and 

the purposes of our people. We know that there is practically 
no limit to the factors constantly at work both to increase 
and to decrease them. 

In spite of this however, we, as bankers, are faced with the 
necessity of investing this wide variety of deposits in a rela- 
tively limited choice of assets, in proper proportion and with 
due regard both to the legal restrictions governing invest- 
ment of bank funds and to the special characteristics of each 
class of deposits. We must also endeavor to judge with fair 
accuracy the probable future demands of our depositors for 
funds and make proper provision therefor in our selection of 
earning assets and in the spacing of their maturities. This 
problem is not rendered easier by the fact that although our 
deposits must be largely considered as payable upon de- 
mand, the loans and investments into which they are nor- 
mally converted have maturities ranging from a few days to 
many years. 

As trustees for the surplus funds of our depositors we are 
charged with the responsibility of keeping readily available 
at all times a sufficiently large proportion of those deposits 
to meet the needs of those whose funds we hold. On the other 
hand, as practical bankers, we are faced with the necessity of 
keeping as large a percentage as possible of our deposits 
steadily employed in earning assets of one kind or another. If 
we are to fulfill both of these functions properly, it is neces- 
sary that we have a complete and intimate knowledge of the 
deposit composition of our bank. Without a full understand- 
ing of every factor entering into the present and potential 
future deposit make-up of our institutions, estimates of 
future requirements of funds cannot be other than good 
guess work at best. 

Naturally, the extent to which this study of deposits 
should be carried depends in large measure upon the size of 
the bank, the territory which it serves and the composition 
of deposits. The officers of each institution must take their 
own particular situation into account and make allowance 
for the special factors affecting their business before deciding 
how much they must know about their deposits in order to 
assure a fund conversion policy properly geared to their 
needs. 

The aim of good management is to invest the funds of the 
bank in a manner which will insure that an adequate supply 
of cash will always be at hand ready to meet the demands of 
the depositors. This end can be achieved only if the bank 
puts itself in a position to gauge with fair accuracy the 
probable future demands which will be made upon it. If a 
bank finds it necessary to bulwark its cash position from 
time to time through the sale of assets which it desires to 
keep, it is evidence that the bank has not properly forecast 
its needs. The ideal toward which we all strive is to keep as 
large a percentage of deposits as possible profitably em- 
ployed while at the same time assuring ourselves of a con- 
tinuing supply of funds entirely adequate to our needs. 

In order to do this it is necessary to consider the nature of 
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Investments Should Fit Deposits 


each class of deposits and endeavor so far as it is possible to 
invest the various types of funds in suitable assets and in 
proper proportion. 

One good method of facilitating a proper allocation of 
assets to deposits and at the same time assuring that the 
complete deposit and asset picture will be kept always in 
proper focus is to set up a standard distribution of assets 
based upon composition of deposits and the general policy of 
the bank. This standard may be obtained by deciding upona 
theoretically ideal distribution of assets for each type of 
funds, making such adjustments as are rendered necessary 
by the particular situation and by any special factors enter- 
ing into deposit make-up, and then applying the resulting 
ratios to the deposit composition as a whole. 

To afford an example of how this works out in practice, 
let us take the case of a bank having in its deposit make-up 
$50,000 of demand and $100,000 of time deposits. The na- 
ture of the “demand” and “time” classifications may sug- 
gest that the funds be apportioned as follows: 


DEMAND DEPOSITS 
Cash (including cash on hand and at Federal Re- 


serve bank and other bank deposits)........ 23% $ 11,500 
Government obligations..................... 20 10,000 
Corporate and other bonds................... 4 2,000 
Local loans and discounts (excluding real estate 

100% 50,000 

TIME DEPOSITS 

Government obligations................... . 15,000 
Municipal bonds.............. 12,000 
Corporate and other bonds................... 4 4,000 

100% $100,000 


Combining the two gives the following ratios for conver- 
sion of total deposits: 


Per Cent of 
Total Deposits 

Government obligations.......... 16.67 25,000 
Corporate and other bonds................ 4. 6,000 

100.00% $150,000 


If Government, postal, public or other types of deposits 
are carried they are apportioned in like manner to suitable 
assets and the results incorporated in the standard distribu- 
tion of assets for deposits as a whole. 

The credit and investment operations of the bank can 
then be guided by the requirements of the standard. The aim 
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By RUSSELL G. SMITH 


of management will be to approximate as closely as is prac- 
ticable the distribution of assets it calls for. The position of 
the banker under this method may be likened to that of the 
captain of a ship at sea. Like him, we know our destination 
and our course. Like him also, we cannot always proceed 
directly to our objective, but must often chart our course in 
the light of the conditions confronting us. The essential 
thing, however, is a definite objective toward which to work 
and this is the special service of the standard set-up. Under 
such a system the investment and loan policy of the bank is 
constantly working toward a desired result. 

The bank’s actual asset position may be reviewed and 
compared with the standard as often as desired and the 
bank’s fund conversion program planned accordingly. 

Naturally this standard distribution of assets, once deter- 
mined, would not be static but would be adjusted from time 
to time as changes in general economic conditions, deposit 
composition or statutory requirements made it necessary. 
The particular value of this flexibility in the standard lies in 
the fact that the bank’s investment course can be changed 
gradually and can be kept in proper relation to deposit 
changes and other factors without the necessity for abrupt 
action. 


THE BANK’S OWN LOCALITY IS A FACTOR 


PRELIMINARY to an analysis of deposit composition and 
trends, consideration must be given to the problems occa- 
sioned by the local situation. We all recognize that we are not 
entirely free agents in the investment of our depositors’ 
funds. It is incumbent upon us to employ a substantial pro- 
portion locally for the general benefit of the community, or 
communities, which we serve. In addition, a certain amount 
must also be invested in relatively long term liens of various 
kinds, yielding a fairly good rate of return, in order to 
strengthen the average earning rate. Although the credit rat- 
ings of these two types of investment may be of the very best, 
they cannot be regarded as a highly liquid source of funds 
for immediate use. Therefore, the higher the proportion of 
such assets to total deposits the greater should be our provi- 
sion for cash or its approximate equivalent in our projection 
of future requirements. 

The first step in making a study of your deposits is to 
survey their origin. That is, make a thorough study of the 
district which the bank serves. Consider the sources from 
which the income of the community is derived and then 
study all the factors and influences which have a bearing on 
the industries which provide that income. Naturally, the 
larger the institution and the greater the diversification of 
deposits the more complete and detailed must be the study, 
for the more varied and conflicting will be the influences af- 
fecting deposit trend. 

For instance, an institution serving an area which is pre- 
dominantly agricultural will find it comparatively easy to 
chart the rise and fall of its deposits for a number of years 
back and have a fairly reliable guide as to their probable 
future course. On the other hand, a bank serving a large met- 
topolitan area, drawing its deposits from a host of private 
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sources, and carrying also a substantial amount of govern- 
ment and public funds, as well as deposits of other banks, 
will find its problem greatly magnified. 

It is a simple matter to classify our deposits accordingly as 
they are demand, time, public, postal, Government, other 
bank, or certified and cashier’s check funds. We know too, in 
a general way, the types of earning assets in which each class 
of deposits should properly be invested. However, our con- 
version policy with regard to each class of deposits cannot be 
other than guess work unless we know in detail the make-up 
of that classification. Such broad classifications as “demand” 
and “time” deposits must of necessity include arbitrarily a 
great variety of deposits which are actually in no way similar 
and which have entirely different trend characteristics. If we 
are to make the most effective use of the funds coming under 
these headings, we must have at hand a considerable store of 
information regarding their detailed make-up. 

The term “demand deposits” covers a wide range of 
deposited funds. It embraces commercial, public and per- 
sonal funds and runs the gamut from very large to very 
small accounts. It can be said with much justification that 
these accounts have but one point in common and that is 
that they are payable upon demand. The factors or influences 
which will impel the depositors to withdraw their funds are 
many and diverse. Only by further subdividing our demand 
deposit classification into smaller groups which can be de- 
pended on to react in unison to the same factors can we as- 
sure any degree of accuracy to our forecasts of future trends. 
Here it is well to segregate especially the substantial bal- 
ances of large corporations as these often are featured by an 
unpredictable volatility which renders uncertain even the 
most considered of judgment as to future movement. 

In studying Federal, postal savings, and state and local 
public deposits for the purpose of determining future trends, 
consideration must be given both to the past performance of 
each classification and to bank policy with respect to such 
deposits. 

Cashier’s and certified check funds, and deposits of other 
banks are subject to rather wide fluctuations, occasioned to a 
considerable degree by seasonable influences, and may with 
profit be charted over a period of years for the purpose of 
determining the normal rise and fall. 


A SUGGESTED CHART 


ONE of the most convenient methods of keeping the com- 
plete deposit picture in sight is through use of a composite 
chart which indicates the trend of deposits as a whole and 
also shows the trends of the various classes of deposits. If 
desired, the movement of earning assets may also be included 
on this chart. The chart may be maintained on a weekly, 
bi-weekly or monthly basis, depending upon the individual 
institution. Review should be regular and at frequent inter- 
vals, in order to insure that the bank’s fund conversion 
policy is producing the desired results. 

The benefits of this program are well worth the effort in- 
volved. Guess work in converting deposits into appropriate 
assets is eliminated and projection of future cash needs is 
rendered more reliable. It also provides a means whereby the 
asset position of the bank may be kept more surely in line 
with requirements as deposits fluctuate. Through study of 
short and long term trends in the various kinds of deposits 
the uncertainties inherent in placing sole dependence on 
fluctuations in the deposit total are largely removed. As an 
aid to effective bank management a thorough knowledge of 
deposit composition and movement is invaluable. 
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Teamwork with the Trust Officer 


By CORNELIUS J. DONOVAN 


INCE loans are still one of the most important functions 
~ of banking, a capable loan officer is one of the bank’s 
greatest intangible assets. He must study and judge the 
clients’ character, capacity, methods, successes, failures, 
etc., and translate them in terms of his clients’ ability to 
withstand financial reverses in the future. The loan officer, 
however, is not interested solely in the financial position of 
the borrower as it exists at the time application is made for a 
loan, for he must visualize the possible dissipation of the 
estate that may be brought about through the individual’s 
speculation or over-zealousness. 
But does the loan officer think in terms of trust services as 
a means of providing for the unforeseen and a means of en- 
couraging the individual to keep his estate intact? Of the 
many considerations that a loan officer must give to the 
matter of a loan, the difficulties that may arise upon the 
death of an individual operating as a sole proprietor or as a 
partner or stockholder in a close corporation are not the least 
of his problems, because once a loan is made its payment is an 
event in futuro. 


A CLOSE RELATIONSHIP EXISTS 


LET us consider a few examples which will indicate how 
closely related the functions of money lending are to trust 
services. 

Our first example concerns the case of an individual oper- 
ating a business as a sole proprietor, where that individual 
has not made a will and therefore may die intestate. There 
are risks to a creditor in dealing with this individual, for 
upon his death the following adverse factors might arise: 

A. The business may be immediately closed until an 
administrator is appointed. 

B. The surviving spouse or some one who may not be 
familiar with the decedent’s business may be appointed as 
an administrator. 

C. The administrator wiil be governed and handicapped 
by limitations and restrictions of state laws. 

D. The administrator acting without the guidance of a 
will may be less efficient in handling the estate. 

The above comments are, of course, very general in na- 
ture, but they serve to raise the question of whether or not 
it is desirable for the loan officer to inquire of the borrower 
whether he has made a will. 

Now consider the case of a sole proprietor who has made a 
will but has not incorporated in it provisions authorizing 
and directing the executor to continue the business. The loan 
officer should not feel that the disadvantages of intestacy 
have been entirely avoided, because in such a case the ex- 
ecutor will have few additional powers as against an admin- 
istrator. Under the circumstances, the assets of the estate 
may not be subject to obligations incurred by the executor in 
the continuance of the business, and the creditor will have to 
look to the liquidating value of the business for the satisfac- 
tion of his loan. 

It is surprising how infrequently a will contains the proper 
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provisions for the continuance of the business, although the 
individual may have devoted the greater part of his life to 
building it up, and may have an heir capable of carrying it on 
successfully after his death. If the trust officer’s assistance 
were solicited, the security of the loan might be improved in 
the event of the borrower’s death by the suggestion of practi- 
cal administrative provisions for inclusion in the will, and the 
borrower, in turn, would undoubtedly be grateful for the 
business advice given to him by his bank. The borrower 
would, of course, be requested to see his attorney for the 
proper legal guidance in such a matter. 


THE PART LIFE INSURANCE CAN PLAY 


LIFE insurance, and its potential value in relation to a loan, 
should not be overlooked by the loan officer. But insurance 
plays a considerably more important part as it affects deal- 
ings with partnerships and close corporations as borrowers. 
A business insurance trust would be useful where the loan 
officer suggests that the company insure the life of an indi- 
vidual whose efforts and ability were outstanding in the 
success of the company, particularly when that individual’s 
ability is considered a factor in the granting of a loan. We 
know that great stress is placed on proper fire insurance 
coverages for the protection of inventories, plants and fix- 
tures, and that fire insurance hazards and experiences are a 
part of every credit report. Why, then, should not life insur- 
ance protection, as it affects the lives of the principals, be 
given the same relative values? 


SECURITY SUPERVISION SHOULD BE CHECKED 


THE collateral loan is related to custody services, and even 
such a simple trust service has its advantages for the bor- 
rower and lender. For example, when a loan officer receives 
securities as collateral for a loan, he could at that time in- 
quire about the supervision and attention given to them by 
the owner. There is nothing inconsistent in a bank’s holding 
securities as collateral to a loan and having those same 
securities made subject to the trust department’s jurisdiction 
for supervision and custody. 

The living trust is connected with the problems that arise 
upon the death of a borrower leaving a non-liquid estate. 
One of the primary uses of a living trust is to provide a means 
for an independent estate—an estate consisting of invest- 
ments not subject to the risks of the borrower’s business, and 
created by means of profits withdrawn from it. This trust 
could provide for authority to the trustee to lend money to, 
or purchase property from, the decedent’s estate, for the 
purpose of enabling the decedent’s representatives to pay 
debts, administrative expenses and taxes. This would auto- 
matically insure more prompt payment of the loan. 

In addition, the loan officer is in an excellent position to 
render a fine service to the client by awakening the latter's 
dormant consciousness toward trust service, and by making 
an effort to arrange for a discussion of the subject between 
the client and the trust officer. 
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How To See a Little Ahead 


BY GEORGE E. ANDERSON 


LTHOUGH the problem of bankers is still that of finding 
A employment for their funds, there is a fundamental 
change in the situation which promises to affect the 
relations of banks with business and the Government most 
profoundly. 

This is a return to more normal conditions of banking in 
the matter of deposits and the relation of the latter to out- 
standing business, as distinct from Government, credit. 
Upon this change hinge bank policies with respect to com- 
parative loans and investments and, in fact, the general 
banking outlook. There has been a rather impressive con- 
traction of both deposits and outstanding credit during the 
past year, particularly since September. No doubt a further 
decline in business would be accompanied by further con- 
traction in loans, but whether it would also be accompanied 
by a continued decrease in investment depends partly upon 
bank policy and partly upon the supply of suitable securities. 

The situation can best be understood by a review of the 
course of banking in the past three years leading up to the 
reversal of conditions in recent months. For this the statis- 
tics of reporting member banks in the Reserve System are 
most suitable. Commencing with January 1935, when the 
banks may be said to have recovered from the banking 
“holiday” and to have resumed business on a fairly normal 
basis, the deposit record of these reporting institutions may 
be outlined as follows: 


DEPOSITS OF REPORTING MEMBER BANKS 
(000,000 omitted) 

Jan. 2, 1935 Dec. 30, 1936 Dec. 29, 1937 

$11,414 $15,571 $14,431 

4,810 5,067 5,205 

1,437 702 691 

4,467 6,009 5,090 

139 427 442 


Demand, adjusted. . . 


U.S. Government. ... 
Interbank 


$22,267 $27,776 $25,859 


It should be noted that adjusted demand deposits in- 
creased more or less steadily, subject to seasonal and other 
temporary influences, until the Spring of last year. Time 
deposits increased more or less steadily up to last Autumn, 
having received a marked stimulus in the prohibition against 
the payment of interest on demand deposits. Interbank 
deposits have been greatly affected by the increases in the 
required reserves of member banks which led to the transfer 
of a considerable volume of deposits from the metropolitan 
correspondents of country banks to the Reserve banks. The 
deposits of foreign banks were increased by the movement 
of foreign capital into the United States up to last September, 
when a small outward movement of gold commenced. 

The really important items among deposits, as represent- 
ing net funds after the elimination of duplication and the 
funds of business upon which both banks and business ulti- 
mately depend, are those of individuals and corporations 
in adjusted demand deposits and time deposits. In the year 
ending December 29 there was a net decrease in these com- 
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bined deposits of $1,002,000,000. The decrease in total de- 
posits, amounting to $1,917,000,000, is accounted for by 
this decrease of $1,002,000,000, by a decrease of $11,000,000 
in deposits of the Federal Government, and a decrease of 
$919,000,000 in interbank deposits—a total of $1,932,000,000 
against which may be credited an increase of $15,000,000 in 
deposits of foreign banks. 


DEBITS, CREDITS AND CROSS CURRENTS 


THE other side of the picture is a decrease of $1,223,000,000 
in bank investments in direct obligations of the United 
States, a decrease of $122,000,000 in bank holdings of securi- 
ties guaranteed by the Government and a decrease of $382,- 
000,000 in other investments—a total of $1,727,000,000 in 
investments sold to or otherwise taken up by the depositors 
of the banks, which would account for a corresponding 
decrease in bank deposits. 

Against this theoretical decrease in deposits should be 
credited most of the net increase of $198,000,000 in loans. 
Some of the latter in central and western states were ad- 
vanced in cash which has remained in circulation but, as in 
general banking theory, the bulk went to swell bank de- 
posits. The net decrease in total loans and investments was 
$1,529,000,000. 

This sum, in theory, ought to measure in a rough way the 
decrease in private deposits. That the decrease in the latter 
has been much less than the decrease in loans and invest- 
ments would indicate that there has in fact been a substantial 
increase in funds which private depositors have had available 
for deposit or investment—a rough index of the increase in 
actual wealth in the country during the year. 

This indicates ground upon which banks can expect a 
future increase in their deposits. There are many cross cur- 
rents in these movements of funds which render close com- 
parison and deductions futile if not misleading but the gen- 
eral course is evident. The country is gaining in general 
wealth and a portion of this wealth is going into the banks in 
the form of deposits. During the past year, however, most 
of these potential deposits have gone into investments rather 
than into the banks to increase deposits. 

Assuming that the deficits in the Federal budget for the 
present and following fiscal year will be covered by Sociai 
Security taxes, this feeding of deposits by deficit financing 
into the banks will stop. In so far as banks continue their 
liquidation of Government securities and other investments 
they will also continue to reduce the deposits of the buyers 
of these securities. Unless the banks reverse their present 
policy and add to their investments, instead of continuing 
present liquidation there will be no increase in deposits on 
this score. 

Otherwise the prospect of increased deposits for the banks 
in the near future, accordingly, depends largely upon a pos- 
sible limited addition to prospective Federal deficits for relief 
and armament purposes, upon a probable expansion of loans 
and upon the natural growth in national wealth. 
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Bad Debts and Income Taxes 


income tax returns of banks during the past several 

years, particularly in 1932 and since then, when their 
institutions were required by Federal, state, or F.D.L.C. 
supervisory authorities to charge off or write down notes, 
bonds and other debts, have found it necessary and desirable 
to classify the charged-off items into two groups. One in- 
cludes those on which, even though considered by the exam- 
iner to be undesirable for the bank to continue to carry as 
live assets, there was reasonable expectation of some recov- 
ery; the other group comprises those items on which no 
recovery was expected. 

For years, until recently, there has been conflict between 
the methods of procedure of bank examiners and of internal 
revenue agents inspecting income tax returns of banking in- 
stitutions. Different standards are necessarily employed by 
these two governmental inspectors. The examiner desires 
that the bank be kept liquid and safe for depositors and the 
public to do business with, and with this objective upper- 
most in mind, orders slow or objectionable assets charged off 
or written down. The internal revenue agent, on the other 
hand, by compulsion, has consistently inquired whether the 
worthlessness of the eliminated assets has been ascertained. 
If no such determination of values has been made, the agent, 
quite properly under previous procedure, has disallowed 
deduction for the losses. 

In this article we are concerned mostly with debts in which 
no land titles are involved, i.e., those that are described and 
treated in Article 23 (k)-1 of the Regulations. Let us give 
consideration to a bank that has been required by the ex- 
aminer to charge off or write down notes, bonds and real 
estate, say in 1932 or later, when issuing preferred stock to 
the R.F.C. or affiliating with the F.D.I.C. Assets of $90,000 
were thus eliminated from the balance sheet. The bank’s net 
income from operations, before charge-offs and exclusive of 
tax-exempt interest and dividends, was $19,000. The detail 
of the $90,000 charge-off follows: 


()' ICIALS responsible for the preparation of Federal 


Notes of insolvent makers—totally worthless........... $22,000.00 
Notes secured in part by mortgages on property or by col- 
lateral—interest delinquent—recovery expected 
Bonds which cost par, with present value of 70—write- 
down of 30 points to market—bonds not sold 
Banking house—reduction in book value in excess of annual 
depreciation charge for wear and tear 
Farm carried at too high a figure—not sold............ 


The bank may eliminate Federal income tax liability on 
its operating income of $19,000 by claiming deduction for the 
$22,000 of worthless notes charged off on which no recovery 
is expected. This deduction should be properly detailed in 
the bad debt schedule, listing the makers and amounts, 
setting out the facts concerning each note that give conclu- 
sive evidence of its worthlessness and stating that they were 
charged off by order of the bank examiner. 

Obviously no reduction in income tax liability would be 
accomplished by claiming deduction for delinquent notes of 
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$40,000 charged off, on which part or whole recovery jg 
anticipated, nor for the bond write-down of $20,000. Here 
many banking institutions have fallen into error in the past 
by deducting the entire amount charged off; such a method, 
erroneous as it has been in the past, is entirely inconsistent 
with present-day procedure, and should no longer be fol- 
lowed. These latter charge-offs, $40,000 and $20,000, plus 
$8,000 reduction in banking house and other real estate 
should be shown’as unallowable deductions in the reconcilia. 
tion schedule (Schedule M, 1936 return; Schedule B, 1937 
return). Care should be exercised in detailing these amounts 
in an attached schedule supporting the single item of $68,000 
appearing on the return. List therein each note, showing 
amount, name of borrower and collateral or security held. 
Itemize bonds comprising the $20,000 write-down. On the 
$5,000 charge-off on banking house show that it is excessive 
depreciation. The farm against which a reduction of $3,000 
was made should be designated by name. 

The desirability of following the method here outlined 
covering charged-off items cannot well be over-emphasized. 
The schedule, when thus prepared, sets out full facts con- 
cerning the charge-offs at a time when they are fresh in the 
minds of the bank’s officers, and the Bureau of Internal 
Revenue is given information of value to it in auditing the 
current return and returns of future years. 


PREPARE FOR LATER RECOVERIES 


OF more importance still is the identification of the assets 
shown as unallowable deductions so that in later years, when 
recoveries come in on the notes and the bonds, or farms are 
sold, such recoveries may be properly reported as tax-exempt 
income. 

By stating pertinent facts, briefly, on returns for both the 
year of charge-off and the year when recoveries are received, 
banks may now avoid, and could have avoided in the past, 
considerable inconvenience and possibly prevented the as- 
sessment of additional tax. The corporation return blank, 
Form 1120, is designed for showing these facts advanta- 
geously. It is well worth while for any interested bank officer 
to study the design and form of this blank, particularly the 
reconciliation schedule. The return, when correctly prepared, 
is in balance with the books of the bank, and reconciles and 
describes all changes during the year in the surplus and 
profits accounts. 

The present methods of analyzing debts and other assets 
charged off are based on the provisions contained in an im- 
portant ruling issued in June 1937 by the Bureau of Internal 
Revenue, known as General Counsel Memorandum 18525, 
which in turn was founded upon a series of decisions by the 
U. S. Board of Tax Appeals and the United States Circuit 
Courts of Appeal, covering a period of several years’ dura- 
tion. Committees representing bankers’ associations had 
urged the Commissioner of Internal Revenue to allow banks 
deduction for debts charged off at the request of the bank 
examiner. As a consequence of this demand, Regulations 94 
were amended, following the enactment of the Revenue Act 
of 1936, to provide in Article 23 (k)-1 that an order by the 
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By THEODORE CADY 


bank examiner to charge off or write down a debt in whole or 
in part, when complied with, would be conclusive evidence 
of the worthlessness of the amount charged off. In previous 
issues of the regulations the examiner’s orders to charge off 
or write down debts were prima facie evidence of worth- 
lessness. 

A number of interesting decisions on this matter have 
been rendered by the Board of Tax Appeals on petitions 
filed by banks in various parts of the country, i.e., as to 
whether notes or bonds charged off wholly or partially by 
direction of the examiner may be claimed and allowed as 
deductions on the tax return. It is apparent in its earlier 
decisions that the Board was not greatly impressed with the 
view that the bank examiner’s orders for charge-off were 
conclusive evidence of worthlessness of the items in question. 
Rather, the Board was inclined to look to the facts pertaining 
to each debt in order to determine, if possible, the extent of 
the ultimate loss that would be sustained. 


THE BANK WON 


IN an unpublished decision the Board in the case of Citi- 
zens National Bank, Orange, Virginia, upheld the Commis- 
sioner of Internal Revenue in disallowing a 1930 partial 
charge-off of $5,525 on marketable bonds that had declined 
in value below the cost at which they were carried. The bonds 
were not in default as to principal or interest. The decision 
was appealed to the U. S. Circuit Court of Appeals, 4th Cir., 
which reversed the Board at 74 Fed. (2nd) 604 and eliminated 
the deficiency in tax set up by the Commissioner. The Court 
in its decision, said in part: 

* * * “Here we have a case in which one branch of the 
government can compel the taxpayer to take an action with 
regard to its securities, which, when taken, will not be recog- 
nized by another branch of the government. This is not fair 
tothe taxpayer. * * * It is immaterial as to what reason the 
bank examiner gave for ordering the charge-off. * * * 
Otherwise the bank would be compelled to keep two sets of 
books, one as directed by the bank examiner and the other 
for the purpose of making its tax return.” * * * 

The same bank, the Citizens National Bank of Orange, 
Virginia, filed a petition before the Board for 1931, protesting 
a similar disallowance by the Commissioner of a charge-off 
in the amount of $11,567.13. The Board ruled against the 
bank—33 BTA 758—and again the case was appealed to the 
U. S. Circuit Court of Appeals. The Court once more held 
for the bank, setting aside the deficiency, but made no writ- 
ten opinion. 

These and other decisions were forerunners of G.C.M. 
18525 as well as Treasury Decision 4633, which, when issued 
in April 1936, amended the Regulations to read as they did 
in the subsequently issued Article 23 (k)-1 of Regulations 94. 

The General Counsel Memorandum opinion is compre- 
hensive and settles, for the most part, uncertainties that 
have been in the minds of bankers for several years. 

Particular attention is directed to Paragraph (g) of the 
opinion, dealing with recoveries on charged-off assets, read- 
ing: “(g) If a debt has been so ascertained to be worthless either 
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in whole or in part in any particular taxable year, but has not 
been allowed as a deduction for income tax purposes in whole or 
in part as the case may be, amounts subsequently collected on 
account of such debt are not required to be included in gross 
income for the taxable year of such receipt,” and to Paragraph 
(h) applying to sales of assets (bonds) against which partial 
charge-offs had been made, reading as follows: “ (4) If a debt 
has been so ascertained to be partially worthless in a particular 
taxable year but such partial worthlessness has not been allowed 
as a deduction for income tax purposes in such taxable year, and 
the debt is subsequently sold, no adjustment of the basis of the 
debt should be made in determining gain or loss from such sale. 
This rule is equally applicable to cases where there has been 
ascertainment of partial worthlessness but no charge-off thereof, 
and to cases where there have been both ascertainment of partial 
worthlessness and a charge-off, provided no amount has been 
allowed as a deduction for income tax purposes in either situa- 
tion.” The application of these paragraphs is supplemented 
with this explanatory statement: “‘ The deduction for bad debts 
contemplated by the clause ‘allowed as a deduction for income 
tax purposes’ (as used in (f), (g), (4), and (i) above) refer to 
deductions for bad debts which accomplished a reduction in tax 
liability and do not refer to deductions for bad debts in cases in 
which the taxpayer, on account of other allowable deductions, 
had no net income irrespective of the deduction for bad debts.” 

An important phase of the subject that perhaps is not cov- 
ered fully by the opinion is where recoveries are obtained on 
assets ordered charged off in prior years and which, on poor 
advice, or none at all, were deducted in toto on the tax 
return, thereby setting up a deficit, but of a less amount than 
the total of the bad debt schedule. In many cases, no doubt, 
if deduction had not been claimed for those debts that were 
only partly worthless, the tax return would have shown no 
tax liability. Only the irrecoverable debts charged off should 
have been deducted and recoverable items shown as unal- 
lowable. 

If this division between good and bad debts was not 
made originally when the charge-off occurred, the pertinent 
facts should now be determined by each bank for itself and, 
if found to be important, the Commissioner of Internal 
Revenue should be informed by the filing of amended returns 
or otherwise. 

Suffice it to state here, in applying locally the meaning of 
Paragraphs (g) or (h), that if bad debts were deducted on the 
tax return filed for the year of charge-off and benefit was 
thereby claimed—a reduction of income tax liability was 
accomplished—then recoveries received in later years on 
those debts are subject to tax. 

If the bank taxpayer finds that deduction might advan- 
tageously be claimed for debts charged off during the current 
year, for instance, by order of the examiner, on which re- 
covery of part or even all of the amount is expected, such 
action now has sanction under the terms of Paragraphs (a) 
or (c) of the G.C.M. opinion. But it must be remembered that 
under such circumstances recoveries when subsequently 
received are subject to tax. 

It is desirable that all bankers everywhere read and study 
G.C.M. 18525. It makes interesting reading. 

It should be remembered that the term “debts” has refer- 
ence to accounts, notes and bonds where there is present the 
relationship of debtor and creditor and does not include 
stocks, either common or preferred, or real estate. Charge- 
offs against such assets, unsold, are not, therefore, deductible 
and recoveries arising therefrom are not taxable when 
received. 
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Interest Rate Survey 


By FRANK W. SIMMONDS 


NTEREST rates paid on deposits by banks throughout 
the nation during 1937 again declined, although less 
sharply than in the three preceding years, according to 

the seventh annual survey of the Bank Management Com- 
mission, American Bankers Association. The trend of inter- 
est paid rates, which has continued steadily downward since 
1933, reveals that bankers, in carrying out their primary 
responsibility of safeguarding their depositors’ funds, have 
followed the safe and sound policy of paying only a rate of 
return commensurate with the security of those funds. 

The survey, covering rates paid on savings and time de- 
posits, six months certificates of deposit, and Christmas clubs, 
showed that the predominating interest paid in 1937 was 2 per 
cent, which rate also predominated in 1936 and 1935. How- 
ever, the percentage of banks paying 2 per cent or less in 1937 
was higher than in the earlier years. Reductions in interest 
rates in 1937 were shown in approximately 16 per cent of the 
banks reported, compared with reductions in 34 per cent of 
the banks reporting in 1936. This was an indication that in 
the downward movement of interest rates a majority of 
banks had reached the lower level of 2 per cent or less by the 
beginning of 1937. 


THIS SURVEY’S RESPONSE THE LARGEST 


IN making the survey, questionnaires were sent to 588 
clearinghouse associations, having a membership of more 
than 6,000 banks. Responses were received from 477 associa- 
tions, more than 81 per cent of the total number of clearing- 
houses in the country and the largest response to the annual 
interest rate questionnaire. 

The greatest uniformity in rates paid on the various types 
of deposits was revealed to be 2 per cent paid on savings de- 
posits by banks in 211, or 63 per cent, of the 338 clearing- 
house associations governed by clearinghouse rule. On sav- 
ings deposits in banks not governed by clearinghouse rule, 
the rate of 2 per cent was paid in 73, or 55 per cent, of the 138 
clearinghouses. 

An interest rate of less than 2 per cent was paid on savings 
deposits in 26 per cent of the clearinghouses where rates 
were regulated and in 22 per cent of the clearinghouses hav- 
ing no regulation, compared with a rate of more than 2 per 
cent in 11 per cent of clearinghouses having rate regulation 
and in 24 per cent of clearinghouses without regulation. 
It was thus revealed that interest rates tend to be lower in 
member banks governed by clearinghouse rule. 

States in which clearinghouses reported a predominating 
rate on savings deposits of less than 2 per cent were Georgia, 
Illinois, Kansas, Missouri, Montana, Nebraska, North 
Dakota, Oregon and Wisconsin, while the states of North 
Carolina, Utah and Virginia showed a predominating rate 
of 2% per cent. 

Forty-four per cent of the total number of reporting 
clearinghouses, situated principally in southern and western 
states, stated that their member banks did not carry open 
account time deposits during 1937. Of those clearinghouses 
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which reported this type of deposit, the rate of 2 per cent 
was paid in 32 per cent of the banks and a rate of 1 per cent 
in about 20 per cent. 

The predominating rates paid on six months certificates of 
deposit during 1937 were 2 per cent in 46 per cent of the 
clearinghouses regulating rates, 1}4 per cent in 20 per cent, 
and 1 per cent in 16 per cent of these clearinghouses. In clear- 
inghouses which did not regulate rates, 44 per cent of clear. 
inghouses paid a rate of 2 per cent, 9 per cent paid 1% per 
cent, and 15 per cent of the clearinghouses paid a rate of 1 
per cent. 

No interest was paid during 1937 on Christmas clubs in 218, 
or 46 per cent, of the total responding clearinghouses, the 
same percentage as reported no interest paid in 1936, while 
25 per cent of clearinghouses did not carry this type of 
deposit. 


INTEREST RATES STILL CONSIDERED HIGH 


THE consensus of opinion expressed by clearinghouse 
officers regarding the downward trend and existing interest 
rates in their clearinghouses was that interest rates are still 
too high under present conditions—that is, the low return on 
high grade investments, prevailing market rates and demand 
for loans. Considerable hesitancy was shown by banks in 
making further reductions, chiefly on account of competition 
with Postal Savings and building and loan associations. 
Opinions were expressed that interest rates should be re- 
duced since the present rates were more than could be earned 
on deposits, but then any disturbance of the rate might 
jeopardize the good will of their depositors and discourage 
thrift. On the other hand, experiences in a number of clear- 
inghouses were related, pointing out that savings deposits in 
member banks had increased regardless of the lower interest 
rates paid and that in most cases depositors were looking to 
banks more for the safety of their funds than for a high rate 
of return. 


DEPOSITORS APPRECIATE CONSERVATISM 


TYPICAL of numerous comments made was that of a banker 
who said that “conservative policies rather than high rates 
are more and more recognized as factors making for sound- 
ness and keeping depositors anchored where they have re- 
ceived fair and courteous treatment,” and also that the 
“lowering of interest rates was absolutely essential to absorb 
the loss of income occasioned by greater liquidity, charge- 
offs, increased operating expenses, increased taxation, Fed- 
eral Deposit Insurance assessments, and overhead.” 

The general dissatisfaction of banks with regard to the 
competition of Postal Savings with banks is reflected in the 
following comment of a clearinghouse officer: “ Banks cannot 
successfully compete with Government rates on Postal 
Savings and Baby Bonds. Every effort should be used to 
have Postal Savings eliminated as there is no excuse for 
Postal Savings where banking services are available, since 
deposits are insured.” 
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The Biggest Business of All 


THE Treasury Department embraces a great variety of 
sovernmental functions. Besides the Secretary’s own office 
there are the Division of Research and Statistics, Comp- 
troller of the Currency, Treasurer of the United States, the 
Public Debt Service, Commissioner of Accounts and De- 
posits, Bureau of Internal Revenue, Federal Alcohol 
{dministration, Bureau of Narcotics, Bureau of Customs, 
Mint Bureau, Bureau of Engraving and Printing, Pro- 
curement Division, the Coast Guard, the Public Health 
Service, and the Bureau of the Budget. Not so long ago the 
Treasury was also charged with the more or less thankless 
job of enforcing the Volstead Act. 

Below are shown a few scenes in the Department’s build- 
ing in W ashington. One little known activity, for example 
is shown immediately below, where burned currency is 

being painstakingly pieced together for redemption 


Bundles of worn bills that are being counted for redemption 
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Banks and the Federal Budget 


FROM the standpoint of routine operations the budget estimates 
of the Federal Government both for the current and the next 
fiscal year promise little if any change in banking conditions. 


The estimated deficit for the current fiscal year, now placed at 
$1,088, 129,600, is substantially the sum which is expected to be 
raised by social security and unemployment insurance taxes, 
which will be applied, for the present, to the ordinary expenditures 
of the Government. 


For the fiscal year ending June 30, 1939, the estimated deficit 
will be $949,600,000, but the social security and unemployment 
insurance taxes are expected to produce $1,163,000,000 and there 
will be no new money financing. The expenditures will be made as 
projected but the money therefor will be taken from the public in 
the form of taxes. The result, theoretically, will be that bank de- 
posits will not be increased by this deficit financing nor will banks 
be called upon to finance the Treasury in the manner of the past 
eight years. 


The possible change in this program may arise from expendi- 
tures for new battleship and other armament appropriations. 
These naval increases may run as high as $472,000,000, practi- 
cally all of which would be covered by new money borrowing. It 
is also possible, even probable, that additional sums will be re- 
quired for unemployment relief and recovery—possibly half a 
billion dollars as a minimum. This, too, would be covered by new 
money borrowing. The fact that the prospective deficits as now 
estimated involve no new money borrowing does not mean that 
the public debt will not be increased in the amount of the deficits. 
It merely means that the Government will borrow from itself, 
from its social security trust funds, instead of from the public. 


PHOTOS FROM EWING GALLOWAY 


Outgoing checks being sorted prior to mailing 
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The electric protection signal 
board. The Trea<ury’s Vari- 
ous vaults are « laborately 
wired so that an) tampering 
is immediately revistered with 
the Captain of the Watch and 
also Washington police head. 
quarters. In addition, combi. 
nation and time locks are 
used. The Treasury guards 
themselves are a hizhly trained 
force 


A banking operation carried 
on in the Treasury building is 
the cashing of checks for 
Government employees. Here 
also money is supplied and 
exchanged for banks in the 
District of Columbia. This 
room, 72 feet by 34 feet and 
30 feet high, was the scene of 
President Grant's second in- 
augural ball 


PHOTOS FROM EWING GALLOWAY 


The $7,000,000,000 “Normal” 


THE budget of the current and of the next year are of 
overwhelming interest to banks as to all business interests, 
for they forecast taxes of a volume and comprehensive ex- 
tent hereto unknown in the United States. The estimates, 
coupled with statements of the President to the Press that 
this country can hardly expect to get along with a budget of 


Government falls short of its estimated expenditures by 
over a billion dollars and of the anticipated normal of 
$7,000,000,000 by around $700,000,000. It is by no means 
certain that the shortage will be held to anything like that 
amount. It is perfectly true, as the President indicates, 


less than approximately $7,000,000,000 for its ordinary 
outlays, would seem to indicate that deficits are to become 
a regular feature of future budgets until the prosperity of 
the country so raises revenue as to effect a balance upon a 
much higher level. The revenues estimated for the current 
fiscal year at $6,320,500,000 are the highest, with the ex- 
ception of 1920, in the history of the country. In only three 
other years have receipts exceeded $5,000,000,000. Yet 
with the extraordinary receipts of the current year the 


that present expenditures are largely required in obedience 
to existing law. This raises the question of whether or not 
the nation is undertaking activities and performing func- 
tions which are unnecessary and uncalled for in a national 
government. It certainly is not called upon to continue un- 
employment and similar relief indefinitely. Nor is there any 
doubt that many of the present activities, under our form 
of state and Federal governments, are more properly those 
of the states than of the nation.—G. E. A. 
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Above, in the Bureau of Narcotics, a collection of “dope” and pipes 


gathered from various parts of the country PHOTOGRAPHS FROM NEWSPHOTOS 


Above, an official of the Coast Guard in 
Washington checks the position where 
the Samoan Clipper wreckage was found 


Left, part of the Treasury’s museum of 
currency, historical papers, ete. 


Below, a picture called “The Treasury 
Department—The New Secretary Look- 
ing Around,” which appeared in Harper’s 
Bazar in April 1869. It would seem that 
the young ladies who worked in the De- 
partment didn’t take Federal fiscal mat- 
ters too seriously in those days. However, 
at the present time there are 11,613 
women employees out of a total staff of 
21,670 in the Department’s Washington 
offices 


CULVER SERVICE 
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The Month 


January was a month for business men to go 
to Washington. They gave their opinions 
both at the White House and on Capitol 
Hill. At the right, after talking with the Presi- 
dent, are (left to right) Colby M. Chester, 
president, General Foods; Ernest Weir, 
chairman, Weirton Steel; Lewis Brown, 
president, Johns-Manville; Alfred Sloan. 
chairman, General Motors; M. W. Clement, 
president, Pennsylvania Railroad 


NEWSPHOTOS 


INTERNATIONAL INTERNATIONAL 


Above, left, Claudius T. Murchison, president of the Cotton Textile Institute, who referred to industry's g growing fear of bureaucrac »y; above, 
right, Lammot du Pont, chairman, E. I. du Pont de Nemours, who cited his company’s construction expenditures i in the face of declining 
sales prospects; below, left, R. E. Wood, president, Sears, Roebuck & Co., who said that his organization had decided to lose money by 
lowering prices; below, right, William S. Knudsen, president, General Motors, who explained his company’s recent layoff in some plants 


INTERNATIONAL INTERNATIONAL 


Below, in the black areas the agencies of public communication—newspapers, etc.—are government-controlled. There are varying degrees 
of control in the shaded areas. Any month’s foreign-produced news must be evaluated on this basis 


AUSTRALIA 


BASED ON DATA IN THE REPORT OF THE DEAN OF THE GRADUATE SCHOOL OF JOURNALISM, COLUMBIA UNIVERSITY 
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ER WRECKED, SamoanClipper, of January 13 and 14 

All, PLIERS DE AD To Be Replaced 
By 40-Ton Ship 

q SEA AFTER FIRE Craft Under Construction 

. Will Be One of Largest 

Fragments of Big Flying Boat Ocean-Spanning Planes 

fre Found in Pacific 14 Miles 


72-P Capaci 
From Her Pago Pago Base : 


Navy Vessel Returns, With: 
FUEL DUMPING IS BLAMED of Wreckage 


NEWSPHOTOS 


NEWSPHOTOS NEWSPHOTOS NEWSPHOTOS 


Left, Winthrop W. Aldrich, chairman of the board, Chase National Bank; center, J. J. Pelley, president, Association of American Railroads; 
right, Wilson Compton, secretary and manager of the National Lumber Manufacturers Association. All three testified on Capitol Hill 


Edsel Ford (right), president, Ford Motor Co., with Senator John L. Lewis, head of the C.I.0., and Thomas W. Lamont, part- 
Wheeler. Mr. Ford testified on railway matters before one of the ner in J. P. Morgan and Co. (below, left and right), were members 
sessions of the Senate Railway Finance Committee of a representative group that went to the White House 


INTERNATIONAL WIDE WORLD WIDE worRLD 


One of the most reasonable of January’s forecasts 


yes! 1 po! 
THEY CAN'T GO 
SIDEWAYS. 


iCopyright. 1938, by The Rell Syndicate. tne) 
THE BELL SYNDICATE 
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A Bank Napoleon Founded 


Above are two bulletin boards in the Bank of France. At the left, a cross section of the elevator and stair shaft to the 
underground vaults. At right, an alarm plan and control board, posted especially for the benefit of anyone who might 
lose himself in the bank’s great network above and below ground 


B* a decree of Napoleon in January 1800, 
! the Bank of France (whose reserves are 
once more being required to support the franc) 
was authorized. A month later it opened as a 
bank of issue and discount. At the outset it was 
a private institution, free from governmental 
interference. It did not even have the exclusive 
right of note issue, two other banks, one 
organized by bankers and the other by business 
men, having been set up a few vears earlier 
with the note-issuing privilege. 

Later, however, Napoleon commented that 
‘one bank is easier to watch than several,” 
and in 1803 the Bank of France was accorded 
the sole right of bank bill issue in Paris. It was 
also decreed that no bank could be organized 
in any of the departments without govern- 
mental sanction. The bank absorbed one of its 
rivals when further centralization occurred in 
1806 and 1808. Its later history parallels that 
of many other central banks, with a fair share 
of “crises”, war financing, capital increases, 
strengthening and consolidation. 

At the present time the bank’s chief function 
is the issue and regulation of the nation’s paper 
currency, together with the maintenance of a 
specie reserve. Convertibility of the currency 
was suspended in September 1936. While there 
is no legal limit to currency issuance, a law of 
1928 requires a gold bar and coin reserve equa! 
to 35 per cent of the note circulation plus 
“creditor current accounts”’. 


‘ 


The governor of the bank and two deputies 
are appointed by the president of France, and 
other members of the management are ap- 
pointed by the minister of finance and the 
minister of national economy. The bank now 
has approximately 660 offices of various kinds 
throughout the republic. 
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Above, a meeting of some members of the bank’s management in a room lined with 
tapestries. Below, the chief mechanic of the Paris mint, with two assistants 


ALL PICTURES FROM NEWSPHOTOS 
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An elevator shaft and spiral stairway to the underground vaults. 
It can be flooded in 15 minutes, preventing access to lower levels 
I 


In the 18th century the bank building was the Hotel de la Vrilliere, 
the home of a French nobleman. One eventuality this former tenant 
had not taken into consideration was the use of poisonous gases in 
warfare. At the right, gas proof ventilators are being installed to 


insure pure air during wartime in the vaults below the surface 


Below, vaults and counting booths, second level below ground 


TOURELLE H 


The lowest level, showing the gold box chute at right 
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CHAUTEMPS CABINET QUITS | 
AFTER9SOCIALISTSRESIGN | 
FALL OF CURRENCY IS | 
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1e confusion in the cur- < Jepos 
rent French crisis is ex- United Front pea 


emplified in these two 


headlines from recent New In Cabinet in Rese! 


York papers of the same “* 
morning. A French car- French Cr . 
toonist pictured the crisis Is 
in the cartoon at the left, 


Chautemps Asks Vote of 

whichshowsPremierChau- in Poliey of MAR 
temps trying distractedly Opposition to receit 
to bring harmony out of 9 Beane in Exchange presi 


the political discordance. and { 

Below, Governor Labeyrie of the bank (at extreme left) conducts a group on The Bank of France has Warns Fomenters Ogde 
a tour of the vaults. If these gentlemen were caught below ground by an unex- something of the innocent Strik ; 

pected enemy attack on Paris, they would find ready a three months’ supply bystander’s réle through ust Ce ernot 
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Above, small hand trucks being 

loaded with bars of gold for 

their closely guarded trip 
underground 


These men weighing gold were 
not accustomed to being inter- 
rupted by photographers. The 
cameraman who took these 
pictures was the first who had 
ever been admitted to the bank 
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en Who Are Reserve Governors 


he chief sources of financial news in this country is the 
Board of Governors of the Federal Reserve System. The re- 
sponsibi ties of this body are now far greater than were en- 
yisaged when President Wilson signed the Federal Reserve Act 
a little less than a quarter of a century ago. The Act as amended 
to October 1, 1935, lists some 80 powers of the Board, ranging 
such varied matters as admission to membership in the 
issessments against members, regulation of interest on 


ONE ot 


throug! 
System 
deposits, examinations, regulation of discounts, regulation of 
interlocking directorates, supervision of the relations of Federal 
Reserve banks with foreign banks, removal of officers and di- 
rectors, etc. 

As a further example, one of the most important recent ac- 


MARRINER S. ECCLES (below, left) is a native of Utah and 
received his education in that state. In 1914 he became a vice- 
president and director of the Thatcher Brothers Banking Company, 
and from 1920 to 1934 he was president of banking institutions in 
Ogden, Ltah. In 1934, Mr. Eccles was appointed assistant to the 
Secretary of the Treasury, and a short while later became a Gov- 
ernor of the Federal Reserve Board. He is now its chairman. Mr. 
Eccles has been active in western business, industry and finance. 
During his career he has engaged in the lumber business, dairying, 
the sugar industry, construction work and implement manufactur- 
ing. He has been a president of the Utah Bankers Association and a 
member of the Ogden Chamber of Commerce 
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tions of the Board of Governors was the amendment to Regu- 
lation F, announced December 26, under which national banks 
are permitted to invest funds of various individual trusts in 
participations in a common trust fund, with certain limita- 
tions. 

Under the Federal Reserve Act as amended the Board of 
Governors consists of seven members. For some time two va- 
cancies have existed. It is stipulated that in selecting members 
‘the President shall have due regard to a fair representation of 
the financial, agricultural, industrial, and commercial interests, 
and geographical divisions of the country.” 

On this and the following pages are pictures of the present 
membership of the Board of Governors. 


RONALD RANSOM was born in Columbia, S. C., and received 
his LL.B. from the University of Georgia. He practiced law in 
Atlanta until 1922, when he became a vice-president of the Fulton 
National Bank, and from 1933 to 1936 he was its executive vice- 
president. He has, at different times, served as president of the 
Atlanta Clearing House Association, chairman of the Bankers NRA 
Committee, chairman of the Bank Management Commission of the 
American Bankers Association, chairman of the Association’s 
Committee on Federal legislation, Committee on Banking Studies, 
and the Special Committee on the Banking Act of 1935, and presi- 
dent of the Georgia Bankers Association. In 1936 he was appointed 
to the Board of Governors. He is its vice-chairman 
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JOHN K. McKEE was born in Pittsburgh in 
1891. He was educated in the public schools of 


Pittsburgh and took courses in banking and com- 
mercial Jaw in the University of Pittsburgh night 
school. Mr. McKee started as a messenger in the 
Peoples National Bank of Pittsburgh in 1907 and 
12 years later was appointed cashier of the bank. 
In 1922, his bank consolidated with the First 
National Bank and he represented the institu- 
tion in receiverships and supervised doubtful 
loans. For the next eight years he managed the 
real estate holdings of his family. In 1931 he be- 
came receiver for insolvent banks in Pennsylvania 
and Ohio, representing the Comptroller of the 
Currency. Just prior to his appointment as a 
Governor of the Federal Reserve System, he was 
chief of the examining division of the Reconstruc- 
tion Finance Corporation, after serving for a 
period as examiner in charge of bank reorganiza- 
tion for the R.F.C. 


M.S. SZYMCZAK, a native of Chicago, was an 
instructor in mathematics, logic, history and pub- 
lic speaking and a professor in ethics, logic and 
psychology in business administrai and eco- 
nomics before becoming engaged in banking. He 
served as a vice-president and as a director of 
three Chicago banking organizations from 1925 
to 1928. In government affairs he was elected 
clerk of the Superior Court of Cook County in 
1929 and later appointed Comptroller of the 
City of Chicago (1931). He has been honorary 
president of the University Public Speakers 
Council since 1921, and educational director of 
the State League of Building and Loan Associa- 
tions. In June 1933 he was appointed by President 
Roosevelt to the Federal Reserve Board 
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CHESTER C. DAVIS, an Iowan, began his 
career as a newspaper man in the agricultural re- 
gions of the Midwest. He was editor of the Mon- 
tana Farmer from 1917 to 1921. From 1921 to 
1925 he was commissioner of Agriculture and 
labor for the state of Montana, and for a short 
period director of grain marketing for the Illinois 
Agricultural Association. In the business world 
he served as an executive vice-president of the 
National Cornstalk Processes, Inc., and Maize- 
wood Products Corporation. In 1933 he became 
director of the production division of the Agri- 
cultural Adjustment Administration, and a few 
months later its administrator. Mr. Davis’ sub- 
sequent connections in Washington were as a 
director of the Commodity Credit Corporation, 
member of the Industrial Emergency Policy 
Committee and the National Emergency Coun- 
cil and a member of the board of the Export- 
Import Banks of Washington 


At least four times each year the Federal Ad- 
visory Council meets in Washington. Its mem- 
bership consists of one banker from each of the 
Federal Reserve districts. The latest new ap- 
pointment to the Council is that of Robert M. 
Hanes, president of the Wachovia Bank and 
Trust Company, Winston-Salem, North Caro- 
lina, to represent the Richmond Federal Reserve 
district. Mr. Hanes is Second Vice-president of 
the American Bankers Association. Below is the 
large Board room, in the new Federal Reserve 
Building in Washington, where the Board and 
the Council meet 


‘ 
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Salesmanship in Small Packages 


MEMORY -SAVERS 


IVING nowadays would be unbearable 
without the hundreds of little reminders 
that keep us going and help us get things done. 


We glance at the clock or the calendar, we 
jot things down on the memo pad, diary or 
shopping list, we turn to the ‘phone book or 
the time table. We'd need a superhuman mem- 
ory to get along without such aids as these to 
save us the numerous details of remembering. 


Why not have a memory-saver for your sav- 
ings program too? Why get along without 
one in a matter so vital—particularly if it 
can be had for the asking, and is so easily 


arranged! 


Our two special memory-savers are free 
services to our depositors. You are entitled to 
either one of them or both, as you may require. 


LA, 


Mail This Coupon Today 


If you are a depositor, send coupon to the office 
im which you have your account. If you wish to 
become a depositor, send it with a first deposit of 
$1.00 or more to the office most convenient to you. 
Our five offices are listed on the next page. 


EAST RIVER SAVINGS BANK 
New York, N. Y. 


Date 
Gentlemen: 


(] 1 have a savings account in this bank, and wish 
to try the free service checked below. 


] 1 wish to open a savings account, which will 
entitle me to try the free service checked below. 


I enclose to open my account. 
Please enroll me as a depositor and send me 
my bank book. 


1 would like to sign up for your “1.0.Me. Plan.” 


Please send me a reminder on the 
day of each month to deposit the sum of 


$ to my savings account. 


] I would like to try the Dividend Check Deposit 


Service. Please send me 

(State here how many) 
authorization cards to send to the company 
(or companies) from which I receive dividends, 
authorizing them to send my dividend checks 
directly to the East River Savings Bank for de- 
posit to my account. 


Name 


Address 


NATIONAL CIVY BANK 


BANKS throughout the country are usin 
pamphlets and folders to good ad\ intage. It 
requires only a few, selected at random and 
reproduced here, to indicate some of the 
possibilities of such printed matter. Practi. 
cally all bank services can be covered in this 
way, and distribution can be governed by 

the circumstances 


Left, a folder and coupon in the interest 
of thrift 


Lower left corner, a folder containing pictures 
of foreign branches 


Below, a menu and staff list issued at an anni- 
versary dinner 


Jacksonville 
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Vows. 


A NEW TYPE 


B 
CHECKING ACCOUNT ANKING 


STATISTICS 


IN 
AN 
TERMS 


No monthly service charge 
No minimum balance required 


The Morris Plan Bank of Virginia 
THE BANK FOR THE INDIVIDUAL 


Prices for the Household Inventory are: 


230 Copies. . $14.00 1,000 Copies . $ 35.00 
$00 Copies. . 21.00 2,500 Copies . 
750 Copies . . 28.00 5,000 Copies . 
These prices include prmting of your bunt’ s mame im this space. 
ipti i Tass Send he Advertising De ent, 
Above, left, a description of a checking account plan; above, right, the Merchants National sinh Street, 
F . . Your booklets will be mailed . 
Bank of Mobile has a folder describing its lending services; at the right, a bank folder 3 coder 
issued and distributed by the Advertising Department, American Bankers Association. | 46 fom your city. 


Copyright 1938, Americas Bankers Associative, New York 
In the lower panel the individual bank’s name is printed 


Below, left, a folder to which was tabbed a letter to correspondents in Wisconsin; and below, right, a Bank of 
America folder issued to branches on automobile financing 


This is a preview of our big winter 
advertising campaign to help you 
Y Baits Bank capture a still larger volume of 
automobile financing. 


Here’s the way it’s done— 
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RUSH HOUR DEPOSITORY 
Of YOu Ge int G 


and have only checks to deposit 


YOU NEED NOT WAIT IN LINE 


makes 


Ssary 


DO NOT deposit this machine 


If You Desire 
A Receipt 
Please stamp the 


Deposit Ticket 
with this starnp 


S mply drop each check and the deposit 
slip seperated; into the slot of this 
nstantaneous actua 
a pictures at lightring speed for your convenience 
4 
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eller... 


i isn't enough, today, for a banking institution to 
simply meet competition ... you've got to be ahead 
of it, if your bank is to render modern depositor 
service. 

That is why Recordak-equipped banks are growing 
banks... why customers feel safer in dealing with 
them... why such well-managed banks operate at a 
minimum per item cost... why they are progressive, 
profitable institutions. 

Such up-to-date banking organizations were quick 
to see the tremendous versatility of Recordak ...to 
take full advantage of its broad adaptability . . . first as 
a protective device; then in transit work, in single 
posting, in recording bank storage files, valuable 
documents, instruments entrusted to them for safe 
keeping. They used Recordak in every new applica- 
tion... and they'll be among the first to capitalize this 
latest banking innovation. 

For now Recordak comes right out on the bank 
floor, as a Photographic Receiving Teller... easing 
the deposit load on pay-roll days...saving customers’ 
time in making check deposits . .. photographically 
recording every deposit slip and check at the rate of 
100 items a minute. 

Depositing checks with the Recordak Photographic 
Teller is as simple as posting a letter...and sure be- 
cause photography is accurate . . . speedy as the click of 
a camera. Customers appreciate it, too. This is modern 
banking service. ..convenience ... protection. Rec- 
ordak Corporation (Subsidiary of Eastman Kodak 


Mr. C. S. Newhall, Chairman, The Pennsylvania Co. for In- 
Company), 350 Madison Ave., New York, N. Y. surances on Lives and Granting Annuities, Philadelphia, Pa. 


First Bank in the country to offer depositors the advantages and 
safeguards of the RECORDAK Photographic Teller 


RECORDAK 


Photographic Recording Systems 
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Des Moines Meeting to Hear How 


Banks Can Broaden Their Service 


First of 3 Regional 
Conferences Opens 
February 10 


Bankers from the central 
states are expected at Des 
Moins, Iowa, on February 10 
and 11 for the first of the three 
regional banking conferences to 
be held early this year under 
auspices of the American Bank- 
ers Association. The meeting 
place is the Fort Des Moines 
Hotel. 

The program, under general 
direction of Orval W. Adams, 
of Salt Lake City, President of 
the Association, has as its 
theme “ Broadening the Bank's 
Service.” It offers extensive 
discussion of practical matters 
that interest bankers, 
sented by members of the pro- 
fession who are well qualified to 
analyze operating and manage- 
ment problems. 

A feature new to regional 
gatherings of the Association 
will be introduced at Des 
Moines. This is the Depositors’ 
Forum, scheduled as the last 
session of the Conference on 
the evening of February 11, to 
which are being invited the cus- 
tomers of local banks. Presi- 


dent Adams and Dr. Harold | 


Stonier, Executive Manager 
and National Educational Di- 
rector of the Association, ap- 


Forum Discussion 
After each banking address 
at the Des Moines Conference, 
an opportunity will be given for 


discussion of the topic from the 
floor. Thus the meetings are in 
the nature of forums, permit- 
ting a broad exchange of in- 
formation. 


Orval W. Adams 


H. L. Horton 


pear on the program for this 
public meeting. 

This closing session is co be 
preceded by two days of con- 
ferences relating to the inter- 
ests of banks, banking and the 
public. The program, pre- 
sented in some detail in the 
immediately following pages, 
covers such subjects as various 
types of loans, investments and 
the problems connected with 
them, savings, banking educa- 
tion, per item costs, customer 
and public relations, regional 
clearinghouse association work, 
and correspondent service. 

The chairman of the Des 
Moines committee which helped 
arrange the Conference is H. L. 
Horton, president, Iowa Des 
Moines National Bank and 
Trust Company and the Des 
Moines Clearinghouse Associa- 
tion. 

This Conference will be fol- 
lowed by another at Indianap- 
olis on March 17 and 18, anda 
third at Oklahoma City, March 
24 and 25. 


Research Study 


A score of banking studies 
are currently being developed 
by various divisions, commis- 

| sions, and committees of the 
American Bankers Association. 
The results will be published 
under the imprint of the new 
| Research Council. 

Here are the topics: 

Bank Management Commis- 
sion: Experience of banks with 


Banquet Room, Hotel Ft. Des Moines 
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personal loans (jointly with the 
Savings Division) ; loan admin- 
istration policies; purchase of 
| bank supplies; survey of inter- 
est rates paid on deposits; sur- 
| vey of service charges. 
| Economic Policy Commission: 
| A study of proposals for Gov- 
ernment ownership of the Fed- 
| eral Reserve banks, with a gen- 
leral background of central 
| banking history and practice in 


| Graduate School of Banking: 
| Trust business in the future 
| its association with banking; 
adaptability of the mortgage 
pool to trust investment; trust 
examination—an examiner's 


the United States and abroad. | 


Philip A. Benson 


Harold Stonier 


The President, First Vice-President and Executive Manager 
of the Association are on the Des Moines program. Mr. 
Horton is the local committee chairman 


in Varied Fields 


Is Furthered By the Association 


analysis; the administration of 
common trust funds. 

Legal Department: Nation- 
wide inquiry on banking boards 
(completed) ; survey of uniform 
principles of banking legisla- 
| tion in the various states. 

National Bank Division: In- 

vestments—ratio of holdings 
|of Federal and other public 
| bonds to average deposits of 
public funds; real estate mort- 
gage financing—its place in 
national banking; future earn- 
ings of national banks—survey 
of new loan fields. 

Research Council: Operations 
of the F.D.1.C.; study of meth- 
ods for ascertaining community 
public opinion about banking. 

Savings Division: Savings 
and loan association survey; 
savings deposits and depositors. 

State Bank Division: Condi- 
tion and operation of state 

| banks in 1937. 
| Trust Division: Survey by 
committee on costs and charges 
| of fees for executors and trus- 
| tees prevailing in each state. 
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P 
Two Sessions | 


Loans Feature 


Adams, Benson, Will | 
Speak at Meetings 
Thursday 


A symposium on personal 
loans, scheduled for the first | 
session of the Des Moines Con- 
ference, offers bankers an op- 
portunity to hear a thorough 
discussion of a banking service 
that has become increasingly 
important in recent years. 

The Conference opens at 
9:30 A.M., February 10, in the 
Hotel Ft. Des Moines with call 
to order by H. L. Horton, 
president, Des Moines Clear- 
inghouse Association, and 
president, Iowa Des Moines 
National Bank and Trust Com- 
pany. Mr. Horton will intro- 
duce Orval W. Adams, Presi- 
dent of the American Bankers 
Association, and executive vice- 
president, Utah State National 
Bank, Salt Lake City, who will 
make an address. After Mr. 
Adams comes Robert H. Myers, 
vice-president, Merchants Na- 
tional Bank, Muncie, Indiana, 
who will talk on the Conference 
theme, “ Broadening the Bank’s 
Services.” 

The first speaker in the per- 
sonal loans symposium is Rus- 
sell G. Smith, President of the 
Association’s National Bank 
Division, and vice-president 
and cashier, Bank of America, 
San Francisco. Mr. Smith is 
also the author of an article in 
this month’s issue of BANKING. 


A. J. Jorgenson, president, | 


American National Bank, Sid- 


ney, Nebraska, will continue | 


the discussion. The final speaker 
on personal loans is A. C. King- 
ston, president, Oshkosh Na- 


R. H. Myers 
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On Des Moines’ Program Thursday Evening 


F. A. Jones 


W. A. Irwin 


M. F. Barlow 


W. T. Wilson 


tional Bank, Oshkosh, Wisconsin. 

The educational display of 
bank service and equipment, 
which is to be a feature of this 
and other banking conferences, 
will be the subject of a talk by 
Richard W. Hill, Secretary of 
the Association. 


Afternoon Session 


Loans of types other than 


Director, American 
Association, is to discuss ‘ Mak- 
ing Farm Investments Safe.”’ 


Bankers | 


Mr. Otis has long been promi- | 


nent in the movement for 


| farmer-banker cooperation. 


| cussion will cover such sources | 
of bank income as safe depos- 


personal will be featured at the | 


second, or afternoon, session on 
February 10. Philip A. Benson, 
First Vice-president of 


Savings Bank of Brooklyn, will 
open the program with a dis- 


cussion of ‘Savings and Amor- | 


tized Mortgages.” 
The next speaker is M. A. 
|Limbocker, president, Citizens 


National Bank, Emporia, Kan- | 
sas, whose subject is “The | 
; Loans of a Country Bank.” 


Dan H. Otis, Agricultural 


the | 
Association and president, Dime | 


Miscellaneous banking serv- 
ices will be outlined by J. A. 
Changstrom, 


vice-president, | 


Omaha National Bank. His dis- | 


it rentals, escrows, payrolls, 
exchange, collections, cash- 


chase and sale of securities for 
customers, etc. 


Evening Talks 


On Education | 


| William T. Wilson, Assistant 


Customer relations, public 
education and banking educa- 


tion provide the theme for the 
third Conference session at 
Des Moines, scheduled for the 
evening of February 10. 

F. A. Jones, president, Tama 
(Iowa) State Bank, is the first 


| speaker, with a talk on ‘“Con- 


structive Customer Relations.” 
He will be followed by William 
A. Irwin, Assistant Educational 
Director, American Institute of 
Banking, whose subject is ‘‘ The 
Public’s Request for School 


| and Banking Talks.” 
ier’s checks and drafts, pur- | 


Milton F. Barlow, Vice- 
president, American Institute 


| of Banking, and cashier of the 


National Citizens Bank, Man- 
kato, Minnesota, will describe 
the Institute’s program of 
banking education. 

“The Radio in Public Rela- 
tions” is to be covered by 


Advertising Director of the 
Association. 


Thursday 
Morning and 
Afternoon 


M. A. Limbocker 


R. G. Smith 


A. J. Jorgenson 


D. H. Otis 


A. C. Kingston 


J. A. Changstrom 


R. W. Hill 
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Cost Discussion 


Friday Morning 


Conference to Hear 
Clearinghouse 


Talks 


Discussions of two subjects 
closely related to bank opera- 
tions have been arranged for 
the morning program of Feb- 
ruary 11 at Des Moines. 
After General Counsel Need- 
ham’s address, elsewhere re- 
ferred to, there is to be an 
analysis of the topic “ Deter- 
mining Per Item Costs.’’ The 
discussion leaders are Ben E. 
Young, vice-president, National 
Bank of Detroit; J. R. Geis, 
president, Farmers National 
Bank, Salina, Kansas; and 
J. M. Sorensen, vice-president, 
Stephens National Bank, Fre- 
mont, Nebraska. Mr. Young 
is the author of a book on bank 
management problems. 

The second topic is “Re- 
gional Clearinghouses—Organ- 
ization and Activities.”” The 
speakers are R. I. Stout, presi- 
dent, First National Bank, 
Tekamah, Nebraska, and Wil- 
liam Duncan, Jr., secretary, 
Minnesota Bankers Associa- 
tion, Minneapolis. 


Educational Displays 
Will Be Shown 


The banking institution of 
today consists not only of men, 
policies and principles, but 
machines as well. 

Believing that bankers are 
interested in the current physi- 
cal adjuncts of the profession, 
the American Bankers Associa- 
tion has decided to allow equip- 
ment manufacturers to display 
their products at the five con- 
ferences to be held under its 
auspices early this year. These 
meetings are: the regional gath- 
erings at Des Moines, Indian- 
apolis, and Oklahoma City, the 
Mid-Winter Trust Conference, 
and the Spring Savings Con- 
ference. The last two meetings 
are in New York. 

Space for the displays by a 
number of bank service and 
equipment concerns is being 
provided at the various hotels 
where the conferences are be- 
ing held. 
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At Fourth Session 


: R. I. Stout 


W. Duncan 


A.B.A. Spring Savings Conference 
Comes March 3-4 in New York City 


The annual Spring Savings 
Conference of the American 
Bankers Association will be 
held at the Roosevelt Hotel, 
New York City, March 3-4, 
1938. 

A feature of the Conference 
will be a school savings forum 
on March 3 under the direction 
of Robert W. Sparks, Chair- 
man of the Association’s School 
Savings Committee, and vice- 
president of the Bowery Sav- 
ings Bank, New York City. 
The annual banquet takes 
place on the evening of the 
same day. 

The president of the Savings 
Division, under whose auspices 
the conference will be held, is 
Henry S. Sherman, president 
of the Society for Savings, 
Cleveland. P. R. Williams, vice- 


president of the Bank of Amer- 
ica N. T. & S. A., Los Angeles, 
is Vice-president of the Divi- 
sion. 

Andrew Mills, Jr., president 
of the Savings Banks Associa- 
tion of New York, and presi- 
dent of the Dry Dock Savings 
Institution, New York City, is 
chairman of the Conference 
committee. 

A. George Gilman, president 
of the Savings Banks Associa- 
tion of Massachusetts, and 
president of the Malden Sav- 
ings Bank, is chairman of the 
banquet committee. 


On page 52 appears the 
program for the 19th Mid- 


Winter Trust Conference, 
February 15-17 in New 
York. 


Washington Office 


The work and various 
services of the Associa- 
tion’s Washington office 
will be outlined at the 
Des Moines conference 
by D. J. Needham, Gen- 
eral Counsel. The Wash- 
ington office, with Mr. 
Needham in charge, was 
recently enlarged so as to 
enable it to broaden its 
important service to the 
membership. The General 
Counsel’s talk opens the 
program for the fourth 
session, Friday A.M., 
February 11. 


Uniform Banking 
Practices Studied 


A.B.A. Is Taking 


Part in Movement 


In cooperation with the 
movement for uniform banking 
practices—a project sponsored 
by the Council of State Gov- 
ernments—the American Bank- 
ers Association participated in 
a recent regional meeting in 
New York attended by repre- 
sentatives of banking and legis- 
lative bodies in Connecticut, 
New York, Massachusetts, 
New Jersey and Pennsylvania, 
and of the F.D.I.C. 

Few definite conclusions were 
reached, but the conference 
agenda gave the Association, 
through Assistant General Coun- 
sel Thomas B. Paton, an oppor- 
tunity to present its views on 
several important questions 
relating to interstate banking 
problems. Philip A. Benson, 
the First Vice-president, also 
spoke. 

Other banking representa- 
tives present included: A. 
George Gilman, president, Mas- 
sachusetts Savings Banks Asso- 
ciation; Ferd I. Collins, president, 
New Jersey Bankers Associa- 
tion; W. Gordon Brown, execu- 
tive manager, New York State 
Bankers Association; W. Espey 
Albig, Deputy Manager, A. B. 
A.; John S. Gwinn, executive 
secretary, Massachusetts Bank- 
ers Association; Allen W. Bow- 
ers, vice-president, Trenton 
(N. J.) Trust Company; and 
Harold F. Klein, chairman, 
committee on legislation, New 
York State Bankers Association. 


BANKING 


tionshi 
vestme 
by H. 
State | 
Banke 
presid 
Savin 
The 
Hellin 
State 


a | 4 Sp 

Am 

A Four 
\ various 
B. E. Young D. J. Needham on the 

11. 
The 
Compe 
his top 
7%) 
| 
City, 
tin 

ident 
and 
Sourc 
— = 


4 Speakers Talk 


On Investments 


Policies, Maturities, 
Among Topics on 


Feb. 11, P.M. 


Four bankers will discuss 
yarious aspects of investments 
on the afternoon of February 
iL. 

The first speaker, O. P. 
Decker, vice-president, Ameri- 
can National Bank and Trust 
Company, Chicago, has as 
his topic “Principles of Bank 
Investment Policy.” 

“Correspondent Bank Rela- 
tionship with Respect to In- 
vestments” will be presented 
by H. A. Brinkman, President, 
State Bank Division, American 
Bankers Association, and vice- 
president, Harris Trust and 
Savings Bank, Chicago. 

The third speaker is J. M. 
Hellings, vice-president, Inter- 
State National Bank, Kansas 
City, Missouri. His contribu- 
tion to the program will be 
“Spaced Investment Maturities.” 

Frank R. Warden, vice-pres- 
ident, Central National Bank 
and Trust Company, Des 
Moines, will present the fourth 
paper, ‘‘ Securities Analysis and 
Sources of Investment In- 
formation.” 


O. P. Decker 


The suggestion that each 
of the Association’s regional 
banking conferences be ex- 
panded to include a public 
meeting to which local de- 
positors would be invited 
was made by Orval W. Ad- 
ams in his address accepting 
the Presidency of the Associ- 
ation at Boston. 

The program for this gath- 
ering, or Depositors’ Forum, 


1938 A.B.A. Convention 
To Be Held in Houston 


The 1938 convention of the | 


American Bankers Association 
will be held at Houston, Texas, 
November 14-17, it is an- 
nounced by Dr. Harold Ston- 
ier, executive manager of the 
Association. 

This will be the sixty-fourth 
annual convention of the or- 
ganization. 

The Rice Hotel will be the 
official headquarters. 

Francis Marion Law, presi- 
dent of the First National 
Bank, Houston, has_ been 
named for the chairmanship 
of the Houston Convention 
Committee. Mr. Law was 
President of the American 
Bankers Association in 1933- 
1934. 


H. A. Brinkman 


Depositors’ Forum Final Des Moines Event 


at the Des Moines Confer- 
ence, presents as the principal 
speaker Dr. Adam S. Ben- 
nion, assistant to the presi- 
dent of the Utah Power & 
Light Company. Dr. Stonier 
will make the introductory 
remarks. President Adams 
and Chairman Horton will 
also speak. Preceding the ad- 
dresses there will be a pro- 
gram of music. 


Announces Public 
Relations Group 


Bank Men on List of 
New Council 


Expansion of the public re- 
lations activities of the Ameri- 
can Bankers Association, under 
the auspices of a Public Rela- 
tions Council composed of 
bankers in various sections of 
the country interested in this 
subject, has been announced by 
Dr. Harold Stonier, executive 
manager of the association. 

The personnel of the Council 
includes two past presidents of 
the association, the president 
and three other members of the 
Financial Advertisers Associa- 
tion, the executive vice presi- 
dent of the Illinois Bankers 
Association, and two other 
public relations executives of 
banks. 

The members are: Chairman, 
Dr. Harold Stonier, executive 
manager of the American 
Bankers Association; Robert 
V. Fleming, president, The 
Riggs National Bank, Wash- 
ington, D. C., president of 
the A.B.A., 1935-36; Rudolf S. 
Hecht, chairman of the board, 
Hibernia National Bank, New 
Orleans, La., president of the 
A.B.A. 1934-35; William H. 
Neal, president of the Finan- 
cial Advertisers Association 
and vice president of the 
Wachovia Bank and Trust 
Company, Winston-Salem, 
N. C.; Ralph M. Eastman, 
member of the Senior Advisory 
Council of the Financial Ad- 
vertisers Association and vice 
president of the State Street 
| Trust Company, Boston, 
| Mass.; N. S. Pickard, presi- 
dent of the National Manufac- 
turers Bank, Neenah, Wis., 


Forum Speaker 


and G. W. Wickland, assistant 
cashier of the Wells Fargo 
Bank & Trust Company, San 
Francisco, Cal., both members 
of the Financial Advertisers 
Association; R. L. Fernald, 
secretary and public relations 
executive of The Dime Savings 
Bank of Brooklyn, Brooklyn, 
N. Y.; M. A. Graettinger, 
executive vice president, IIli- 
nois Bankers Association; and 
Claude L. Stout, executive 
vice president, Poudre Valley 
National Bank, Fort Collins, 
Colo. 

In addition, six members of 
the headquarters staff of the 
Association will serve on the 
Council. They are: Alden B. 
Baxter, advertising manager 
of the magazine BANKING; 
Lester Gibson, director of the 
association’s news bureau; Wil- 
liam R. Kuhns, editor of BANK- 
ING; Merle E. Selecman, secre- 
tary of the Trust Division and 
manager of the advertising 
department; William T. Wil- 
son, assistant advertising di- 
rector; William A. Irwin, 
assistant educational director, 
American Institute of Banking, 
and J. R. Dunkerley, Assistant 
to the Executive Manager. 


10 State Groups Aid 
Des Moines Conference 


The Des Moines meet- 
ing is planned for the 
banks of the 10 north 
central states, including 
Illinois, Iowa, Kansas, 
Minnesota, Missouri, 
Nebraska, North Da- 
kota, South Dakota, Wis- 
consin, and Wyoming 
and is being actively 
promoted by the bank- 
ers association of those 
states. 


| 
| 
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held in New York City, February 15-17 under auspices of 
the Trust Division, American Bankers Association, presents 
prominent speakers on timely and important subjects. 
Feature events include a symposium on common trust funds, 
another on costs and charges, and an open forum covering 
limitations on liabilities of trustees. At the final session, 
Orval W. Adams, President of the Association, will speak. 
Here is the complete chronology: 

First Session, February 15, 9:45 A.M.—Address of the 


All About Trust Matters 


HE program for the 19th Mid-Winter Trust Conference, 


for executor, John S. Brayton, president, B. M. C. Durfee 
Trust Company, Fall River, Massachusetts; “Cost Analysis 
of Trust Departments”, William J. Weig, assistant secre. 
tary, Guaranty Trust Company of New York, and Milton R. 
Stahl, vice-president, Mississippi Valley Trust Company, 
St. Louis; “ Maintenance of Adequate Fees”, W. E. Brown 
vice-president, Clearfield Trust Company, Clearfield, Penn. 
sylvania, and W. H. Bloor, vice-president and executive 
trust officer, Trenton (N. J.) Trust Company; “Symposium 
Summary”, Gilbert T. Stephenson, Director of Trust 


Division President, Robertson Griswold, vice-president, 
Maryland Trust Company, Baltimore; “Public Relations 
for Trust Institutions”, William H. Neal, vice-president, 
Wachovia Bank and Trust Company, Winston-Salem, 
N. C.; “Quality in New Trust Business”, Richard S. Cramp- 
ton, assistant secretary, Girard Trust Company, Philadel- 
phia; “Strengthening the Position of Trust Institutions”, 
by Dr. Harold Stonier, Executive Manager of the Associa- 
tion. 

Second Session, February 15, 2:15 P.M.— Voting Trus- 
teed Stocks by Proxy”, W. J. Kieferdorf, vice-president 
and senior trust officer, Bank of America, N.T.&S.A., San 
Francisco; “Uniform Trust Legislation”, Palmer Hutche- 
son, attorney, Houston, Texas, and director, Second National 
Bank, Houston; “Trust Service and Investment Counsel 
Service”, H. G. Carpenter, vice-president, E. W. Axe & 
Company, New York; “Trust Investments’, John E. Blunt, 
vice-president, Continental Illinois National Bank and Trust 
Company, Chicago. 


Third Session, February 16, 9:30 A.M.—Symposium on 
Costs and Charges: “Suggested Bases of Trust Compensa- 
tion”’—for trustee, Louis W. Fischer, assistant trust officer, 


Feb. 10-11 
Feb. 15-17 


Mar. 3-4 
Mar. 17-18 
Mar. 24-25 
Apr. 11-13 
June 6-10 


Nov. 14-17 


American National Bank and Trust Company, Chicago,— 


A.B.A. Meetings 


Regional Conference, Des Moines, Iowa 

Mid-Winter Trust Conference, Waldorf-Astoria Hotel, 
New York City 

Spring Savings Conference, Roosevelt Hotel, New York 
Regional Conference, Indianapolis, Indiana 

Regional Conference, Oklahoma City, Oklahoma 

Spring Meeting of Executive Council, Edgewater Gulf 
Hotel, Edgewater Park, Biloxi, Mississippi 

American Institute of Banking, Brown Hotel, Louisville, 
Kentucky 

A.B.A. Convention, Rice Hotel, Houston, Texas 


State Associations 


Feb. 10 Mid-Winter Banquet, Connecticut, Hotel Bond, Hartford 
Apr. 20-21 Georgia, Ansley Hotel, Atlanta 
May 5-6 Oklahoma, Tulsa 
May 9-11 Missouri 
May 12-13 Alabama 
May 12-13 Kansas, Hutchinson 
May 12-14 New Jersey, Ambassador Hotel, Atlantic City 
May 17-19 Texas, Fort Worth 
May 23-24 Illinois, Springfield 
May 25-26 Indiana, French Lick Springs Hotel, French Lick 
May 25-27 California, Hotel Del Monte, Del Monte 
May 28- 
June 2 Maryland, Cruise to Bermuda 
June 2-3 South Dakota, Huron 
June 3-4 New Mexico, Gallup 
June 6-8 Iowa, Hotel Fort Des Moines, Des Moines 
June 8-9 Wisconsin, Hotel Pfister, Milwaukee 
June 9-11 Massachusetts, Swampscott 
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Research, Graduate School of Banking. 

Fourth Session, February 16, 2:15 P.M.—“ Limitations on 
Liabilities of Trustees”, open forum discussion led by 
Austin W. Scott, Professor of Law, Harvard University Law 


School. 


- -Fifth Session, February 17, 9:15 A.M.—‘Some Un- 
solved Tax Problems of Fiduciaries”, Rollin Browne, at- 
torney, New York; greetings from President Adams. 

The symposium on common trust funds, coming in the 
same session, will be led by Carl W. Fenninger, vice-presi- 
dent, Provident Trust Company, Philadelphia, and Chairman 
of the Committee on Common Trust Funds, Trust Division. 
Speakers and subjects are: “Explanation of the New 
Regulations”, Walter Wyatt, general counsel, Board of 
Governors of the Federal Reserve System; “Practical Prob- 
lems in Operating a Common Trust Fund”, Rodman Ward, 
trust officer, Equitable Trust Company, Wilmington, Dela- 
ware; “Legislative Aspects of Common Trust Funds”, 
John T. Creighton, vice-president, City Bank Farmers Trust 
Company, New York. 

The Division’s annual banquet comes on the evening of 
February 17 at the Waldorf-Astoria where all the Conference 


CONVENTIONS 


meetings take place. 


June 15 Rhode Island, Providence 

June 16-18 Virginia, The Homestead, Hot Springs 

June 17-18 Colorado, Broadmoor Hotel, Colorado Springs 

June 17-26 North Carolina, Cruise to Nassau and Havana 

June 19 Vermont, Woodstock 

June 23-25 West Virginia, White Sulphur Springs 

Aug. 24-27 Virginia Bankers’ Conference, University of Virginia, 
University 

Sept. 8 Delaware, Rehoboth 

Group Meetings 

Feb. 22 Group 1, Wisconsin, Hotel Nicollet, Minneapolis, Minne- 

sota 
Other Organizations 

Mar. 22-23 Central States Conference, Oklahoma City, Oklahoma 

Mar. 28-30 Association of Reserve City Bankers, Belleview-Biltmore 
Hotel, Belleair, Florida 

Apr. 20-22 Bankers Association for Foreign Trade, French Lick 
Hotel, French Lick Springs, Indiana 

May 12-14 National Safe Deposit Convention, Bellevue-Stratford 
Hotel, Philadelphia, Pennsylvania 

June 30- : 

July 1 University of Chicago Conference on Business Education, 

School of Business, The University of Chicago, Chicago, 
Illinois 

July 5-29 Fourth Annual Research Conference, Cowles Commission 
for Research in Economics, Colorado Springs, Colorado 

July 11-15 Second North Carolina Bankers Conference, University of 


North Carolina, Chapel Hill 
BANKING 
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Even the fastest workers are 
slowed up by poor lighting. For poor 
lighting creates poor seeing con- 
ditions; increases errors and nervous 
fatigue; reduces general efficiency. 


That is why more and more banks, as 
well as business firms, are turning to 
light conditioning . . . lighting that 
makes seeing easier. Such lighting 
makes office work go faster, smoother, 
more efficiently. 


It also makes property rent faster, 
an important fact for bank officers 


interested in building management. 


Your local lighting company will 
gladly measure the lighting in your 
office or in any building in which 
your bank is interested, free of charge 
and show you how easy it is to have 
light conditioning. Why not ‘phone 
their lighting department today? 


And write General Electric Company, 
Dept. 166-B, Nela Park, Cleveland, 
O., for a valuable free booklet, “Light 
for Seeing in the Office.” 


GENERAL ELECTRIC 
MAZDA LAMPS 
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G-E LIGHT METER MEASURES 
LIGHT as simply as a ther- 
mometer measures tempera- 
ture. Every executive should 
have one. Only $11.50. 


LONGER... The new and 
brighter G-E MAZDA lamps 
give you more light than 
ever, at no extra cost. 
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METHODS and OPERATIONS 


A clearinghouse of practical 
ideas submitted by readers of 
this magazine 


Branch Audit Requirements 


jm comptroller or auditor and his 
organization must maintain the same 
continuous and spot verification of 
branch accounts and transactions that 
is given head office accounts and trans- 
actions of similar character. 

In every branch where the volume 
warrants, continuous audit should be 
operative. If the size of the branch does 
not warrant constant employment of 
one or more auditors on that work, 
the auditing staff may cover several 
branches; but it is unwise to leave 
important sizeable or voluminous trans- 
actions to be covered exclusively by 
periodic inspection or examination. 

The auditor should cover particu- 
larly all adjustments, investigate cus- 
tomers’ claims on account of errors, 
respond to examiners’ inquiries, make 
occasional proofs of auxiliary records 
against controlling accounts, maintain 
daily control on debits to inactive ac- 
counts, follow up for reconcilement any 
bank accounts carried with branches, 
see that no customers’ statements are 
held without their instructions, main- 
tain control on all branch earnings by 
accrual process on those items that lend 
themselves to it, make test checks on 
collateral loans, check debits and credits 
to customers’ accounts at irregular in- 
tervals, examine cash items periodically 
following through for disposition, and 
maintain control on outstanding certifi- 
cates of deposit and certified and 
officers’ checks. 

He should also test check deposits and 
withdrawals on compound interest ac- 
counts, make occasional comparisons of- 
passbooks presented at the window 
with the ledger cards, check all interest 
paid, inspect all entry tickets for proper 
approval and cancel them, occasionally 
verify all financial foreign paper on 
hand with the issuing agency, submit 
periodic reports on all overdue loan 
interest, maintain control on the proper 
disposition of all items coming from 
head office, follow up on the clearance 
of overs and shorts, see that all incoming 
registered mail is properly routed, 
make occasional proof of revenuestamps, 
examine entries arising from customers’ 
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securities clearance transactions, and 
maintain vault unit control on cus- 
tomers’ security holdings. 

Transactions between branches and 
between head office and branches should 
be subject to daily reconciliation by 
head office auditor in order to insure 
that all items are properly and promptly 
cleared. 

Items held over by the branch teller 
should be subject from time to time to 
spot audit, the examiners tracing all 
items held over for proper disposition. 

Income of branches should properly 
be under accrual or other adequate 
control through head office auditor to 
insure that all income to which the 
bank is entitled is collected at the proper 
time and is credited to the proper earn- 
ings accounts. Miscellaneous income 
other than that derived from loans and 
discounts is subject usually to verifica- 
tion by examiners who cover branches 
periodically, or by local auditors. 

Every note, based upon which an 


extension of credit is made, should be 
inspected for official approval, and 
credit extended should be subject to 
verification with the customer through 
examination periodically, —S, 


Staff and Mechanism 


A QUESTION—perhaps seldom defined 
as such—running through the minds of 
most bank managers concerns the rela- 
tive value of good mechanism as con- 
trasted with good personnel or staff. 
A good operating staff can easily be 
blamed for inadequacies which result 
from poor organization and mechanism, 
including in the latter such things as 
records, forms, instructions, mechani- 
cal devices, light, space, and other tangi- 
ble facilities. On the other hand, un- 
necessarily high costs and errors often 
result from insufficiency of staff, though 
(CONTINUED ON PAGE 56) 


THINGS CERTAINLY Do Look BAD. THE SPANISH 
REYOLUTION GETTING WORSE BY THE MINUTE, AND 
APT To PLUNGE ALL OF EUROPE INTO WAR, THEN 
THERE'S THE WAR IN GHINA— SLAUGHTER 
INCREASING DAILY, AND INTERNATIONAL RE — 
LATIONSHIPS READY TO'SNAP ANY SECOND. 


HERE AT HOME WE'RE 
FACING A SERIOUS 


THE WEATHER 
FOR To-MoRRow; 


DEPRESSION. THE WORLD 
HAS GONE MAD 


**How to 
Torture 


Your 
Wife” 


LICLIAN, DID 
You 4 THOUGHT |! 
SAW A MOTH IN 
THE GUEST. ROOM 
CLOSET YESTERDAY P 


WEBSTER IN THE NEW YORK HERALD TRIBUNE 
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— SEND FOR 


THIS BOOK 


TODAY 


Pittsburgh Plate Glass Company, 2152a Grant Bldg., Pittsburgh, Pa. 
Please send me, without obligation, your book entitled “Producing 


Bigger Profits with Pittco Store Fronts.” 


Pitteco Fronts Life Savers 


for Unproductive Properties 


HE revenue-renewing powers of 
new Pittco Store Fronts, applied 


to outmoded, unproductive store 
properties deserve the careful con- 
sideration of any bank interested in 
real estate. Pittco Fronts have 
proved their ability to make store 
properties desirable to prospective 
tenants, to bring higher rentals to 
property managers and owners, to 
provide extremely satisfactory sales 
volume to retail merchants. 

If you are handling any store prop- 
erties whose revenues have dwindled 
or disappeared entirely, Pittco Fronts 
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will prove life savers for them .. . 
will turn them from liabilities into 
assets almost overnight. Further- 
more, the experience of banks 
throughout the country has con- 
clusively demonstrated that loans 
made to merchants or property 
owners for store remodeling with 
Pittco. Fronts are loans of the most 
desirable and profitable type. 


PITTSBURGH. 
PLATE GLASS COMPANY 


Why not fill in and mail the cou- 
pon above for details on Pittco Store 
Fronts? It will bring you a book 
packed with information, facts, 
figures and photographs of Pittco 
installations throughout the country. 


ITTCO 


Pl RE FRO NTS 


- 
| 
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of New York 


MAIN OFFICE 
140 Broadway 


BRUSSELS 


FIFTH AVE, OFFICE 
Fifth Ave. at 44th St. 


MADISON AVE. OFFICE 
Madison Ave. at 60th St. 


LONDON PARIS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, December 31, 1937 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 
Due from Banks and Bankers . $ 478,270,301.14 


Bullion Abroad and in Transit 69,987.00 
U. S. Government Obligations 540,506,067.95 
Public Securities . . 53,300,711.96 
Stock of the Federal Reserve Bank 7,800,000.00 
Other Securities . . 16,817 ,682.73 
Loans and Bills Purchased : 623,244,876.98 
Items in Transit with Foreign Branches . 269,113.81 
Credits Granted on meauaane 27,127,146.90 
Bank Buildings 12,424,191.87 
Other Real Estate ; 461,961.24 
Real Estate Bonds and Mortgages : 2,048,627.06 
Accrued Interest and Accounts Receivable 19,594,268.87 
$1,781,934,937.51 
LIABILITIES 
Capital. . $ 90,000,000.00 
Surplus Fund . . 170,000,000.00 
Undivided Profits . 11,690,064.38 
$ 271,690,064.38 
Dividend Payable January 3, 1938 . 2,700,000.00 
Foreign Funds Borrowed 106,000.00 
Miscellaneous Accounts Payable, Accrued 
Interest, Taxes, etc. 20,422,691.37 
Acceptances ae $ 45,065,770.59 
Less: Own Acceptances 
Held for Investment 17,938,623.69 
27,127,146.90 
Liability as Endorser on Acceptances and 
Foreign Bills. 8,821,208.00 
Agreements to Repurchase Securities Sold 1,260,314.00 
Deposits . . $1,424,208,361.03 
Outstanding Checks 25,599,151.83 
1,449,807 ,512.86 
$1,781,934,937.51 


Securities carried at $41,222,922.29 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 


WILLIAM C. POTTER, Chairman W. PALEN CONWAY, President 
EUGENE W. STETSON, Vice-President 


DIRECTORS 
GEORGE G. ALLEN Director, British- EUGENE G. GRACE 
American Tobacco Company, Limited, _ 
and President, Duke Power Company w. A. HARRIMAN 
W. PALEN CONWAY President 
CHARLES P. COOPER Vice-President JOHN A. HARTFORD 
American Telephone & Telegraph Company 
JOHN W. DAVIS 


HENRY W. de FOREST 


President 
Bethlehem Stee! Corporation 
of Brown Brothers 
Harriman & Co. 
President, The Great 
Atlantic & Pacific Tea Company 
of Davis Polk Wardwell! DAVID F HOUSTON President, The Mutual 
Gardiner & Reed Life Insurance Company of New York 


CORNELIUS F. KELLEY President, 
ARTHUR C. DORRANCE President, Campbell Anaconda Copper Mining Co. 
Soup Company FREDERICK Ps KEPPEL President, 


EDWARD D. DUFFIELD President, 


The Prudential Insurance Company of America THOMAS W. LAMONT of J. P. Morgan & Co. 
CHARLES E.DUNLAP __ President, Berwind- WILLIAM C.POTTER Chairman of the Board 
White Coal Mining Company GEORGE E. ROOSEVELT of Roosevelt & Son 

LEWIS GAWTRY ey President, EUGENE W.STETSON Vice-President 
The Bank for Savings in the City of New York CORNELIUS VANDERBILT WHITNEY Banker 
ROBERT W. GOELET RealEstate GEORGE WHITNEY or J. P. Morgan & Co. 


arnegie Corporation of New York 


PHILIP G. GOSSLER Chairman of the Board, L. EDMUND ZACHER President, 
Columbia Gas & Electric Corporation The Travelers Insurance Company 
(Member Federal Deposit Insurance Corporation) 


Guaranty Trust Company 


OPERATIONS 


(CONTINUED FROM PAGE 54) 


the mechanism is of relatively high 
order. 

There is no way of exactly measuring 
the relative value of these two major 
factors. In general perhaps it may be 


| said that good staff is usually associated 


with good organization and good mech. 


| anism, but not necessarily so. Suppose, 
| for example, that indivisible records are 


in use which, when a heavy volume 


| period approaches, do not permit such 


flexibility as will let a supplementary 


| staff work effectively. In such a case 


one group is likely to wait around while 
another is pushing at top speed. Then 
you have a bottle neck with restricted 


| flow of operations. 


A busy operating staff or its leader- 
ship may easily overlook the impor- 
tance of clearly defined authority and 
good organization in general, and there 
may not be such facilities and records 
as the staff should have. Speed, accu- 
racy, and economy suffer in conse- 
quence. The answers lie, in any bank, 
in the degree of insistence exercised by 
senior management on such investiga- 
tion and research, more or less con- 
tinuous, as will insure that functional 
subdivision is correct, facilities of all 
kinds are of high order, any weaknesses 
in staff are remedied, and that all are 
sufficiently guided.—R. 


A $1,250 Saving 


(Last month Harold B. Yundt, Security-First 
National Bank, Los Angeles, described a 


program of research carried on in his institution 


with a view to greater economies and efficiency. 
From month to month in BANKING will appear 


| descriptions of some of the concrete results 


achieved.) 


‘Te practice of this bank, as it is in 
most banks, is to make inquiry con- 
cerning new depositors to a former bank 
connection or other reliable reference as 
given by the depositor. These inquiries 
—of which there were two types, one 


_ inclosing a specimen signature, the other 
without specimen signature—were sent 


out on regular letterheads. The replies 
to these inquiries were transcribed in 
condensed form to cards and attached 
to the depositor’s signature cards for 
ready reference by officers and em- 
ployees. 

The work involved in the sending of 
these letters and the transcribing and 
filing of the replies was considerable. In 

(CONTINUED ON PAGE 58) 
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OF ANTHRACITE EQUIPMENT 


is vitally 
important. .. 
with todays 


LONG TERM 
MORTGAGES 


Above... A modern-design Anthracite boiler. Fuel is 


fed automatically to fire from enclosed coal closet. 


Send for the free book, ‘Modern 
Anthracite Equipment.” It explains 
the importance of selecting long-life 
heating equipment. It shows also how 
an inexpensive thermostat, and any 
adequate Anthracite heater, provide 
automatic heat, and fueling periods up 
to 12 hours apart. It shows magazine 
feed boilers that need no fueling atten- 
tion from 24 to 48 hours. It explains 
automatic Anthracite burners that 
need no fueling attention all winter. 


®@ This Seal of Ap- 
Py, proval appears on 
Anthracite equip- 
ment only after it 
has passed the most 
rigid tests in the 
heating field. 
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Long term mortgages on homes now are common. This means you must 
pay close attention to how a house is built, what goes into it, and how 
long the different units will last. 

For example, in what condition will the heating plant be twenty 
years from now? Anthracite equipment often outlasts the home it heats. 
The property stays cleaner and fresher with Anthracite heat, for Anthra- 
cite does not produce soot, smudge or smoke. There is no danger that 
the supply of Anthracite will become scarce, or that its price will become 
prohibitive. In fact, the cost of Anthracite has steadily gone down, while 
oil prices have gone up. The savings with Anthracite make mortgage 
payments easier for the home-owner. 

For the security of your investment, suggest that mortgagees heat 
their homes with Anthracite. If you have any problem affecting Anthra- 
cite heating, avail yourselves of the services of our trained heating staff. 


ANTHRACITE INDUSTRIES, Inc., Chrysler Building, New York. 


ANTHRACITE 


COAL 
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OPERATIONS 
(CONTINUED FROM PAGE 56) 


addition there was the expense of main- 
taining two types of letters printed on 
separate letterheads for each of 120 
branches. This meant that, if each 
branch ordered these letters only at six 
months’ intervals, there were 480 sepa- 
rate printing jobs. 

The form which was designed and 
which is now used by this bank to 
handle inquiries concerning new depos- 
itors is the same size as the regular 
signature card, but on slightly lighter 


paper stock. When a new account is 
opened the depositor’s signature is 
obtained on the reverse side of the form 
and the name of the bank referred to is 
written in longhand by the new accounts 
teller on the face of the form. The form 
is then dispatched, with a stamped 
return envelope. A typewriter is not 
needed to fill in the form nor is the form 
officially signed. 

The bank to which the inquiry is sent 
is provided with spaces where answers 
to a few questions can be quickly set 
down. 

When the form is returned there 
is no transcribing necessary and no 


letter to file; instead, the form contain. 
ing the reply is merely attached to the 
signature card. In a few cases it has 
been found that a bank prefers to reply 
by letter rather than to use the form 
provided. 

But even where the form is not 
used by the replying bank, the in. 
quiring bank has made a large portion 
of its saving. 

When the above method was first 
proposed, a few of the bank’s officers 
were inclined to believe that it was too 
informal and undignified as compared 
to the then prevalent custom of most 
banks of making reference inquiries on 
bank letterheads. Others believed, how- 
ever, that the checking of signatures 
and securing of information regarding 
new depositors is a routine matter in 
any bank, and that the simplicity of the 
form and the convenience of replying 
would be appreciated by the receiving 
bank 


This contention has been fully just- 
ified in that, during the two years the 
form has been in existence, its use has 
been adopted by banks in all parts of 
the country. The estimated saving, in 
stationery alone, is $1,250 per year, but 
the saving in work—if it could be re- 
duced to dollars and cents—would be 
many times that amount. It should also 
be remembered that there is a commen- 
surate saving in stationery and work 
in the bank to which this form of in- 
quiry is sent. —H. B. Y. 


BOOKKEEPING CRITIC 


Acting Controller General Elli- 
ott (below) stated that certain 
Federal departments handle 
large sums with little regard 
for accounting regulations. 
Secretary Morgenthau com- 
plained to Congress of this 


d 
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Undercover Stuff 


CoNnsIDER the mole! You don’t see him. You don’t hear him. Yet the 
saying goes that in time he can undermine the strongest rampart 
. with his undercover stuff. 


Likewise, most embezzlements remain for months and years undetected, 
undercover. Only the final collapse discloses them. Against these, and 
other banking disasters such as loss from burglary, robbery, check 
alteration or forgery, the protection of Standard Accident of Detroit 
will prove your best safeguard. 


Call on the nearest Standard agent for a survey of your casualty 
insurance and bonding needs. 


STANDARD ACCIDENT INSURANCE COMPANY 
Standard Service Satisfies ... Since 1884 


INTERNATIONAL 


BANKING 
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Bank Liability Reserves 


Tse are about four main kinds of 
reserves carried on the liability side 
of a bank’s general ledger and it is 
necessary to keep in mind distinctions 
as to their nature. 

There are, first, what might be con- 
sidered true liability reserves such as 
reserves for expenses, interest, and 
dividends payable (after declaration). 
These are, in a sense, hardly reserves at 
all because they represent funds set 
aside to meet specific liabilities, of the 
definite payment of which there is very 
little doubt either as to time or amount. 
They can be regarded in no sense as a 

of the undivided profits account. 

Then there are depreciation reserves, 
which more or less exactly manifest the 
extent of depreciation of assets, such as, 
for example, reserve for depreciation on 
loans and investments, buildings, or 
other assets. If the reserve provision has 
been more than enough to cover the 
depreciation sustained there is what 
might be regarded as a cushion accu- 
mulated in such reserves, but if they 
more or less accurately measure the 
extent of depreciation they are as of 
the statement date properly deductible 
from the assets to which they relate 
and preferably should not appear on the 
statement of condition at all. 

A third type of reserve is one in which 
a good bit of confusion has arisen, 
namely, the reserve for contingencies. 


ON S.E.C. 


Jerome N. Frank, former Chi- 
cago attorney, has been ap- 
pointed a member of the 
Securities and Exchange Com- 
mission. For some time he has 
been engaged in Federal legal 
work in Washington 


This is properly what might be called a 
good money reserve, representing provi- 
sion for future happenings not at present 
known. So handled, it may properly be 
regarded somewhat as undivided profits, 
namely, a cushion against future losses. 

Finally, there is another type of 
reserve which takes on something of the 
character of both the first and the third, 
namely, reserve for taxes. No large 
organization can exactly measure what 
the tax liability for any year will be 
until some time after the year is closed. 
A well managed bank should reserve, of 
course, enough at least to take care of 
taxes. When the reserve is inadequate 


it is in the nature of a specific liability, 
even though understated. When more 
than adequate provision is made for 
taxes the reserve includes an amount 
which might be considered in the nature 
of reserve for contingencies and of 
course the excess when determined may 
be transferred either to undivided prof- 
its or through that account to reserve 
for contingencies. 

If these distinctions are kept in mind 
much less confusion will arise in bank 
accounting and much more indicative 
bank statements will result. —A. 


(CONTINUED ON PAGE 60) 


The First National Bank 
of Chicago 


Statement of Condition December 31, 1937 


ASSETS 


Cash and Due from Banks, . 


United States Obligations—Direct and fully Guaranteed, 


Unpledged, . 
Pledged—To Secure Public Deposits, 


To Secure Trust Deposits, 
Under Trust Act of Illinois, 


Other Bonds and Securities, 
Loans and Discounts, . ‘ 
Real Estate (Bank Building), 
Other Real Estate, j 
Federal Reserve Bank Stock, 


Customers’ Liability Account of Acceptances, 


Interest Earned, not Collected, 
Other Assets, 


- $296,872,860.77 


$246,678,434.43 

19,971,504.02 

25,544,893.97 
550,000.00 292,744,832.42 
59,144,077.47 
276,723,129.93 
6,695,061.87 
1,745,639.18 
1,800,000.00 
1,671,872.17 
2,141,794.77 
486,040.14 
$940,025,308.72 


LIABILITIES 


Capital Stock—Common, 
Surplus Fund, 
Other Undivided Profits, 


Discount Collected but not Earned, 


Dividends Declared, but Unpaid, 
Reserve for Taxes, etc., ‘é ‘ 
Liability Account of Acceptances, 
Time Deposits, 

Demand Deposits, 
Deposits of Public Funds, . A 


$30,000,000.00 
30,000,000.00 
3,899,061.55 
803,765.83 
450,000.00 
1,668,527.43 
1,936,905.09 


$1 70,687,354.14 
599,850,712.52 
Liabilities other than those above stated, 


870,994,243.30 
272,805.52 
$940,025,308.72 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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OPERATIONS—Continued seem somewhat elaborate and probably 
therefore too expensive for smaller insti- 
Time Savin g Depository tutions for the benefit derived, the 
thought occurs that the method em- 
j% ployed in our bank may be readily 
HE use of “time saving deposit adaptable, at negligible cost, to other 
drops” seems to have aroused consider- medium sized banks. 
able interest among banks in recent One window, at the rear of the lobby, 
months, with several installations de- has been converted into a “time saving 
scribed in recent issues of BANKING, as_ deposit drop”’, merely by painting black 
well as some other publications in the the glass front, so that deposited en- 
field. The methods employed can, obvi-_ velopes are not visible to other custom- 
ously, differ little, since the underlying ers. Solid glass was placed at the top 
purpose is identical—providing quick and sides, save for a small slot cut in the 
facilities for the depositor on a busy day. top of the front section, large enough to 
As most of the installations illustrated allow insertion of the envelopes, but too 


CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


Statement of Condition, December 31, 1937 


RESOURCES 
Cash and Due from Banks . , . $ 366,106,553.64 
United States Government Obligations, 

Direct and Fully Guaranteed ; 487,578,441.74 
Other Bonds and Securities 46,457,830.05 
Loans and Discounts ‘ ‘ 209,465,219.67 
Stock in Federal Reserve Bank . ;: 2,730,000.00 
Customers’ Liability on Acceptances 833,205.42 
Other Banks’ Liability on Bills Purchased 11,297.07 
Income Accrued but Not Collected . 3,054,779.68 


Banking House 13,200,000.00 
Real Estate Owned other than Banking 


$1,133,180,036.91 


LIABILITIES 


Deposits . $1,006,694,79 1.43 
Other Banks’ Bills Endorsed and Sold 11,297.07 
Reserve for Taxes, Interestand Expenses 4,812,771.93 
Reserve for Dividend on Preferred Stock 437,500.00 
Reserve for Contingencies. 13,366,322.94 
Income Collected but Not Earned ._.. 399,852.52 
Preferred Stock . 35,000,000.00 
Common Stock . ; 40,000,000.00 


$1,133,180,036.91 


United States Government obligations and other securities carried at $75,3 18,993.64 
are pledged to secure public and trust deposits and for other purposes 
as required or permitted by law. 


Member Federal Deposit Insurance Corporation 


small to permit access to hands, A 
wooden door at the rear is locked, with 
the key in possession of an assistant 
cashier. 

An adjoining counter carries pen, ink 
blotters, deposit slips and the special 
envelopes employed. Operation has been 
made as simple as possible. Only one 
deposit slip is required, upon which 
checks, currency and coin are listed in 
the usual manner. These are then sealed 
into the envelope, upon which the cus. 
tomer writes his name and address, 

The items are collected immediately 
at the close of business, credited and 
advised the same day. As a precaution, 
the envelopes are opened jointly by an 
officer and a teller, with the former per- 
sonally signing the advice of credit, 
which states it was received through the 
special drop. Particularly favorable 
comment has been received on the 
double check system. A clause on the 
envelope binding the customer to accept 
the bank’s count of cash protects against 
unfair claims. 

The only special supplies required are 
the envelopes and the announcement of 
the service, the latter included in the 
monthly statements to customers. These 
were designed by the bank and printed 
locally. 

While announcement slips and news- 
paper advertising are doubtless helpful 
in bringing the service to customers’ at- 
tention, personal conversation with de- 
positors standing in line, both by the 
floor man and officers of the bank were 
found the most effective means of intro- 
duction. In many cases customers who 
were reluctant to try something new, 
have expressed surprise at the ease of 
using the device and have been found to 
employ it with regularity, especially 
when the lobby is crowded. 

As a business-getter, the “time saver”, 
in our experience, has been overempha- 
sized, but it is of definite value both to 
the customers and the bank in facilitat- 
ing transactions. And after all, the prime 
duty of a bank is to its present deposi- 
tors, especially when with a little in- 
genuity such service can be installed at 
practically no expense. 

Dun aP C. CLARK 
President 
American National Bank 
Kalamazoo, Michigan 


Letter 40 WHY PAY MORE? 
(" for permanent record storage 


Check size, 30¢; Tab. size, 29¢ 
rawer and non-drawer file 

boxes and binders in any size 

or quantity. 

Binders, as low as $2.00 per 

dozen. 


For complete list, write direct to 


C. F. KAPPES, 61 S. 15th St., Pittsburgh, Pa. 
BANKING 
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Liab il i ty | nsurance 1932-1936 COMPOSITE ISTRIBUTON ASS 


like a Bond ...can be judged on this basis: 
PRICE plus YIELD plu SECURITY 


It is the duty of the financial adviser to recommend a pur- 


chase which combines a favorable investment price, attrac- A company's security is indicated by its net worth and by 
tive return on investment and undebatable security. the profitability of its business. Chart A shows the increase in 


In the case of workmen’s compensation and other lines American Mutual's surplus; Chart B explains the underwriting 
and investment experience, Chart C shows the distribution of 


of liability insurance, it can be shown that an American ; 
American Mutual assets. 


Mutual policy contains these three characteristics. 
The buying price, although figured according to rates 


arranged by law, may be reduced through dividends which, has steadily grown, untroubled by the wars and depressions 

for 50 years, have regularly saved American Mutual policy- of the past half-century. 

holders one-fifth of their insurance cost. When the matter of liability insurance comes up, consider 
The yield can be measured, not only by the 20% policy- the price, the yield, and the security offered by American 

holder dividend, but also by two other opportunities to Mutual. May we send you our statement —and other facts 

profit through the services American Mutual renders: (in concerning why you and your clients can save with safety, 

the case of workmen’s compensation policyholders) safety with American Mutual ? 

engineering that frequently results in lower insurance rates, Admitted Assets; $29,786,498.87 Liabitinies: $24,771,652.06 

and specialized medical treatment restoring valuable men Surplus to Policybolders: $5,008,835.03 As of Dec. 31, 1936 


to their jobs. 

Security is demonstrated by the fact that American 
Mutual is the country’s first liability insurance company. 
Ably and conservatively managed, its financial strength 


Savings of 20% or more have been made on Workmen's 
Compensation, Fidelity Bond, and almost every other line 
of liability insurance. On Fire Insurance, written by our 
associate, Allied American Mutual Fire Insurance Co., 
savings even greater than 20% have been regularly made 


American Mutual 


LIABILITY INSURANCE COMPANY 


America's First Liability Insurance Company 


142 BERKELEY STREET, BOSTON, MASSACHUSETTS 


CASH 
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Some Practical Ideas 


Compiled by John J. McCann, Jr., 
Advertising Manager of the National 
Savings Bank, Albany, New York 


Practical Souvenirs 


E First Citizens Bank and Trust 
Company of Utica (New York) 
published and distributed a map of 

the city as a memento of its 125th anni- 
versary. Typographically excellent, the 
map is lithographed on heavy stock, 
22% x 1634, and contains an alpha- 
betical list of streets keyed to the map. 
An interesting feature, telling an elo- 
quent story without words, is a circle 
indicating the area of the city when the 
bank opened in 1812. The obvious 
development from that point is thus 
associated with the bank. 


Safety First 


WITH MID-WINTER TOURIST travel 
at its peak, the First National Bank of 
Tampa (Florida) runs a series of adver- 
tisements presenting views on traffic 
safety. The lead-off was the endorse- 
ment of Tampa’s Mayor Chancey with 
his quoted appeal for public support. 
Other prominent officials carry the 
theme which centers around the ten 
commandments of happy motoring. 


Prize Pix 


To FOSTER appreciation of the scenic 
beauties of Montclair (New Jersey) and 
encourage children in a useful hobby, 
the Montclair Trust Company spon- 
sored an amateur photography contest 
during the past two months. Hundreds 
of photos were submitted in each of 
three classifications of subject matter 
and age groups. Eleven merchandise 
certificates, ranging from $15 to $50, 
will be awarded and may be redeemed 
at any store in the community. Later 
results of the contest will be shown in 
a photographic salon at the bank’s 
office. 


Effective Selling 


SAFE Deposit WEEK, recently staged 
by the banks of Philadelphia, has 
proved to be a practical method of 
group merchandising. The plan—an 
experiment—placed no restrictions or 
premiums on the banks. Each institu- 
tion merely scheduled its usual safe 
deposit advertisement during the ap- 
pointed week. On the opening day, the 


Philadelphia Inquirer carried 13 in- 
dividual bank advertisements which 
together with news stories on the sub- 
ject, controlled a full page. 


Helpful Literature 


THe Morris PLAN BANK OF RICH- 
MOND (Virginia) has made available to 
its depositors 32 U. S. Government 
booklets on child welfare and home 
economics. The material, issued by the 
Bureau of Home Economics of the 
Department of Agriculture and the 
Children’s Bureau of the Department 
of Labor, is displayed and sold in the 
bank lobby at regular prices, varying 
from 5 to 15 cents. A wide range of 
subjects from infant diets to tending 
the furnace is covered. This incidental 
service is not only a worthwhile con- 
tribution to public relations, but seems 
particularly appropriate in view of the 
rapid growth of the consumer move- 
ment. 


Club Contest 


CHRISTMAS CLUB, INCORPORATED, 
will sponsor a nation-wide slogan con- 
test open to all members of the 1939 
Christmas Club of client banks. The 
corporation will assume the entire ex- 
pense of prize money, folders and dis- 
plays for bank use, and an extensive 
radio program scheduled in November- 
December, 1938. Cash awards totalling 
$5000 will be made on or before July 1, 
1939. 


Stamp Service 


THE POSTAGE STAMP service recently 
installed for the convenience of patrons 
at the First National Bank of Memphis 
(Tennessee) is believed to be the first 
offered by a banking institution. A 
teller in the collection department 
handles all details in addition to regular 
duties. Highly satisfactory results are 
reported. 


- Building Loans 


“TRIPLE CHECK” CONSTRUCTION 
LOANS as developed by the Second 
Federal Savings & Loan Association of 
Cleveland is more than a slogan—it is 
an effective merchandising plan. Under 
the plan the association disburses all 
funds to the contractor, sub-contractor 
and material supply houses on the 
basis of three positive checks: the report 
of the bank’s inspectors who are at the 
scene of building every other day; the 
affidavit of the contractor showing that 


materials have been incorporated i 
house and labor paid; and the nadia 
of the owner permitting payment of 
funds. Result—satisfaction all around 
The owner is confident of responsible 
supervision. The contractor is relieved 
of bookkeeping. And suppliers and labor 
are assured of prompt payment. 


Accommodating 


OUTSIDE THE PALE of established 
practice, but well within the province 
of progressive service, is the new feature 
announced by the National Commer. 
cial Bank and Trust Company (Albany, 
New York) in cooperation with the 
Knott Hotel System. According to the 
pamphlet distributed as a statement 
enclosure on January 1 the bank will, 
without cost, write, wire or phone 
reservations for anyone desiring accom- 
modations at either of New York City’s 
three Knott hotels. Information and 
rates are also listed. 


Employee Interest 


AMONG THE NEw IDEAS for bolstering 
employee interest and at the same time 
providing a bit of recreation is the 
camera show as sponsored recently by 
the Northern Trust Company of Chi- 
cago and the Bank for Savings of New 
York City. Many of the technical rules 
of the popular camera clubs were ob- 
served in both instances. Awards were 
made for subjects of various classifica- 
tions. Both banks displayed choice 
prints in their lobbies. 


Budget Promotion 


Domestic Enemy No. 1: “Extrava- 
gance” has been made the object of a 
budget campaign by the Half Dime 
Savings Bank of Orange (New Jersey). 
Rounding up members for its new 
Economy Club the bank has published 
a handy budget guide for detailed ac- 
counting of daily, monthly and yearly 
expenditures. 


Trust Booklet 


Two DISTINCTIVE IDEAS are incor- 
porated in a recent booklet of the 
Syracuse Trust Company (New York). 
The formal index page is replaced by 
the heading “If you want to know” 
followed by a list of pertinent questions, 
all answered by a direction to see page 
so and so. On the last page a complete 
outline form suggests that the reader 
make a quick personal inventory of his 
present worth. This test seems to offer 
itself as proof of whether the arguments 
set forth in the book apply—and if they 
do, then the personal discovery of the 
fact is doubly effective. 
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Personal Loans 


New IN THE FIELD of cooperative 
merchandising is the “Cash Purchase 
lan’”—a personal loan service in- 
augurated by the Morris Plan Industrial 
Bank exclusively for the would-be cash 
customers of New York City’s R. H. 
Macy & Company. The total purchase 
price of merchandise bought under the 
plan is fixed at a minimum of $200, 
except in the case of electric refrigera- 
tors. Applications are received at branch 
offices, in person, by mail or telephone, 
or by the bank’s representative located 
at the store during shopping hours. A 
descriptive booklet issued by the bank 
plays up the advantages of Macy 
quality and service, with emphasis on 
the estimated 6 per cent savings affected 
by its cash policy. 


Thrift Mortgage 


AN EXCELLENT EXAMPLE of the new 
trend in the mortgage lending field is 
the thrift mortgage promoted exten- 
sively by the Onondaga County Savings 
Bank of Syracuse (New York). One of 
the features of this amortization plan, 
as noted in a recent folder, regulates the 
interest rate and sets forth a premium 
for prompt payment. If the mortgage 
interest is paid on time the rate is 5 
per cent, otherwise 6 per cent. 


Open Letter 


ADDRESSING an open letter to “Dear 
Doctor”, the First National Bank of 
New Haven (Connecticut) calls atten- 
tion to a survey conducted in a number 
of cities which showed that over 30 per 
cent of personal loans are used to pay 
medical and dental bills. The note then 
suggested that the bank’s personal loan 
service would be particularly helpful to 
the profession as well as the patients, 
especially in cases requiring extensive 
treatments, or those owing large medical 
and hospital bills. 


Another Columnist 


THERE’S NARY A WORRY over new 
fangled type faces in “Old Reliable’s” 
daily newspaper advertisements—it is 
content that counts. The Peoples Na- 
tional Bank of Rock Hill (South Caro- 
lina) has developed 100 per cent reader 
interest in the cordial, chatty style of 
its homespun wisdom. Issuing a warning 
of an “epidemic of forgeries”, a typical 
ad reads: “Regardless of the fact that 
Rock Hillians are fortunate enough to 
‘scape without serious loss in this 
epidemic, here goes another warning to 
always be on guard and remember that 
tite saying: ‘Honor thy father and 
mother, but NOT strangers’ checks.’” 
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Get the 
BOOKKEEPER’S 


SAFER WAY- 


LAMSON TUBES 
del Aim See the check! 


You get the extra security of a double check on every ques- 
tioned check when you use these fast Lamson Dispatch 
Tubes. They let the bookkeeper—as well as the teller—actually 
see the check . . . let him personally verify the signature 
and the amount. There’s no waiting, no embarrassment of the 
customer. The check speeds to the bookkeeper, and is back 
again, before the money is counted a second time. 


Lamson Tubes are inexpensive to own—there’s just one 
cost—you buy them outright. They save time and money in 
the handling of all messages and paper work between various 
bank departments. And they’re made in a convenient range 
of sizes—for checks, passbooks or complete letter files. 


Mail the coupon for the free booklet, “Wings of Business.” It explains 
the many uses and advantages of this faster, safer system. 


Put Your Bookkeeper 
at Your Teller’s Elbow with 


THE LAMSON CO., INC., Syracuse, N. Y. 


Without obligation, please send me a copy of 
your Pneumatic Tube book, “Wings of Business.” 
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COMMERCIAL 
INVESTMENT 


TRUST 


INCORPORATED 


COMMERCIAL INVESTMENT 
Trust Incorporated, with 
capital and surplus in excess 
of $65,000,000, provides a 
nation-wide sales finance ser- 
vice through subsidiary com- 
panies with a network of 
branch offices throughout the 
United States. This service, 
which consists of purchasing 
self-liquidating accounts, ex- 
tends to automobile dealers, 
household appliance dealers, 
and to manufacturers and 
dealers in many lines of indus- 
trial, commercial and profes- 
sional equipment, including 
the heavy goods industries. 


C. I. T. offers its stand- 
ard notes for short term 
accommodation in varying 
amounts from $1,000 to 
$100,000, in maturities from 
60 to 270 days and at cur- 
rent discount rates. These 
notes are payable at any of 
our 225 depositary banks 
located in principal cities 
throughout the country. 


Latest published financial 
statement and list of depositary 
banks willbe mailed upon request. 


ADDRESS 


Treasurer, 
Commercial Investment 
Trust Incorporated 


1 Park Ave., New York, N.Y. 


By DUNLAP C. CLARK 


_ I Have Been Asked to Speak 


| (THE following outline of a talk on 
| bank statements was drawn up by 
| Dunlap C. Clark, chairman of the 
| public relations committee of the Michi- 
| gan Bankers Association and president 
| of the American National Bank, Kala- 
| mazoo. It serves to indicate one aid to 
banker speakers who have been called 
on to explain some phase of their work. 
| Mr. Clark uses, in addition, a 22 x 52 
inch enlargement of his bank’s last 
| statement, which he hangs nearby on 
the wall during his talk.) 


INTRODUCTION 
LL business men, or others having 
contact with banks, should un- 
derstand the high-lights of a bank 
statement. Financial statements of 
businesses vary: 


According to types of business. Give 
examples. 


According to purpose for which state- 
ment is prepared: 


For bank credit—in which current 
ratio is of prime importance. 


For bond issue—in which fixed 
assets and funded debt are most 
important. 


For stock issue—in which operat- 
ing figures are the chief interest. 


Bank statements, however, are fairly 
uniform. To understand one is to under- 
| stand all. 


All national banks, wherever located 
respond to the same “calls” and on 
the same form. 


State banks respond to “calls” of 
their supervising authorities, but 
their forms are similar to national 
bank forms. 


What do official forms look like? 


| Bring the bank copy, showing state- 

ment form on face and supplementary 
| “schedules within; also the “green 
| copy” showing proof of publication. 


THE STATEMENT 
| (Step close to the enlarged statement, so 
| that items may be pointed out.) 
| In essence a bank statement is no differ- 
ent from any financial statement. 
Resources (or assets) 
| Liabilities 
“Net worth”—tepresenting the dif- 
ference between the two above items; 


forming the value of the stockholders’ 
investment in the bank. 


As in any corporation, this should 
show a consistent growth over a 
period of time. 
ASSETS 
Loans and discounts. 

In normal times, usually the largest 
single item in a statement. Discuss 
composition, explaining the “ break- 
down” which appears in the de. 
tailed schedule sent the Comp- 
troller. 


Ordinarily this item determines the 
condition of a bank. Collectibility, 
soundness, liquidity of loans. Pre- 
sents an excellent opportunity to 
discuss briefly sound lending 
policies. 

Overdrafts. Explain why discouraged. 


U. S. Government securities. Funda- 
mental soundness unquestioned— 
only problem is maturity schedule. 
Disabuse audience’s mind that banks 
are forced to buy Government bonds 
—a very general impression. 


Other bonds. Same comments as 
above regarding maturity schedule, 
but here the underlying credit risk 
varies with individual issues. 


Banking house, furniture and fixtures. 
Explain and discuss carrying figures 
as against original cost, reproduction 
value, etc. 


Other real estate (if any). Explain 
origin and requirements for handling 
and liquidating. 

Reserve with Federal Reserve bank. 
Explain requirements for three classes 
of Federal Reserve member banks. 
Explain principles and effect of recent 
doubling of reserves. 


Cash, balances with other banks, etc. 
Explain advantages to local customers 
of correspondent relationships in 
money centers. Show expense of 
collecting out of town checks; why 
customers cannot check immediately 
upon items drawn on outside points. 
Excellent place to discuss service 
charges. 
Other Assets. Should be questioned 
by customers. 
Possibly capitalizes improper items. 
May be “catch-all”. Principal 
component should be “Interest 
earned but not collected”. Explain 
high spots of accrual system. 
(ConTINUED ON PAGE 65) 
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AMERICA’S 
FAVORITE 


La Monte Safety Papers have won nation- 


wide recognition as the standard of pro- 
tection. Today more than 75°. of America’s 
100 largest banks and an increasing num- 


ber of other progressive institutions are 


specifying ‘La Monte’’ for their checks. 


Such acceptance bespeaks quality and val- 


ue more conclusively than any claims we 


might make.» » » » » » » 


NATIONAL SAFETY PAPER 
BANKERS SAFETY PAPER 
SAFETY CHECK PAPER 
EXCHANGE SAFETY PAPER 


GEORGE LA MONTE & SON, NUTLEY, N. J. 
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(CONTINUED FROM PAGE 64) 
Total Assets. Obviously a recapitula- 
tion of above. 


LIABILITIES 


Demand Deposits. Explain prohibi- | 


tions of interest under Banking Act 
of 1933. 


Time Deposits 


Savings accounts and time certifi- 
cates of deposit. Explain interpre- 
tation of savings accounts for 
“thrift’”’ only, and how the restric- 
tion against savings accounts for 
businesses ties in with removal of 
interest on demand deposits above 
mentioned. Explain proper use, 
accordingly, of time certificates of 
deposit. Why present reduced rates 
on time deposits. 


State, county, and municipal de- 
posits. Explain origin. 


U. S. Government and postal savings 


deposits. Explain origin, and that 
security is required on amounts above 
$5,000. 

Deposits of other banks, including 
certified and cashier’s checks. 

Interest, taxes, etc. Explain necessity 
of providing in advance, just as in any 
other business. 


How this new 


Night Transit Service 


Dividends declared, etc. Explain ac- | 


crual of these amounts. 


Other liabilities. Principal component 
“discount collected but not earned”’. 
Explain by reference to “other 
assets” above. 


Capital account. Discuss individual 
items as appearing on statement of 
particular bank, explaining any im- 
portant changes. 


Requirements to increase surplus 
before paying dividends. 


Undivided profits and reserve for 
contingencies. Necessity of provid- 
ing ample reserves in advance for 
losses which are bound to occur in 
any bank properly serving its 
community. 


Total liabilities. Obviously a recapit- 
ulation of above. 


MEMORANDUM 


Loans and investments to secure 
liabilities. 
Necessity for public to be informed 
regarding amount of “free” secur- 
ities available to protect general 
depositors. Danger of a dispropor- 
tionate amount of pledged assets. 
(CONTINUED ON PAGE 66) 
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Night scene at the Buffalo airport 
HE MARINE TRUST COMPANY’S new night transit service can 
ges helpful through unusually prompt presentation and equally 
| prompt return of cash items throughout the major part of New York 
State. Items sent during the day which reach us in time to be forwarded 
by the night transit department will be presented the next day in most 


of the important centers of New York State. 


We have arrangements with correspondents throughout the United States 


so that we can offer you the speedy handling of items in these sections. 


Write for more detailed information on this new night transit service. 


155 trains and 16 planes in and out of Buffalo put the Marine in close contact 


with the major portion of New York State and other sections of the United States. 


MARINE TRUST 
COMPANY 


OF BUFFALO 
A Marine Midland Bank 


|MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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(CONTINUED FROM PAGE 65) 


RECAPITULATION 

Cannot judge much of a bank’s condi- 
tion statistically—i.e. from one state- 
ment. “Rules of thumb” as to 
proportions displayed mean little— 
especially when banks generally are 
over-liquid. Must be judged dynami- 
cally—i.e. comparing statements over 
a period of time as to progress of 
deposits and loans. 


Comparisons at approximately 
same time of year, because of 
seasonal fluctuations. 


Trend of invested capital (or net 
worth) indicates soundness of oper- 
ating and lending policies. 

Discuss borrowing by a bank. 


Explain as legitimate for a bank as 
for a business. No basis to become 
frightened at borrowed money. 
Shows the bank is doing a good job 
for the community. Is not only 
lending its own money, but is 
bringing money in from outside for 
the benefit of customers. 

Bankers generally would be pleased 
to have a sufficient volume of good 
loans to make borrowing from Re- 


MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 


December 31, 1937 


RESOURCES 


Cash and Due from Banks 


U. S. Government Securities ... 
State and Municipal Bonds... 
Stock of Federal Reserve Bank .... 


Other Securities 

Loans, Bills Purchased and 
Bankers’ Acceptances 

Mortgages 

Banking Houses 

Other Real Estate Equities 


Customers’ Liability for Acceptances . 
Accrued Interest and Other Resources 


LIABILITIES 


» $ 9,421,020.00 
32,998,440.00 


Preferred Stock 

Common Stock 

Surplus and 
Undivided Profits . . 

Reserves 

Common Stock Dividend 


(Payable January 3, 1938) 


Preferred Stock Dividend 


(Payable January 15, 1938) 


Outstanding Acceptances 


45,129,356.66 


$222,004,463.06 
134,970,507.10 
15,090,421.68 
2,263,950.00 
59,260,878.26 


231,644,434.12 
27,300,400.70 
14,046,267.38 
5,325,340.96 
17,567,568.17 
2,379,044.33 


$731,853,275.76 


87,548,816.66 
10,799,751.65 


824,958.00 


235,525.50 
18,470,206.85 


Liability as Endorser on Acceptances 


and Foreign Bills 
Deposits 


3,681,487.32 
610,292,529.78 


$731 853,275.76 


serve Bank or rediscounting desir. 
able. 


Express pleasure at the Privilege of 
discussing briefly these salient Points 


—invite further discussion at the 
bank. 


There has been too much “ mystery” 
surrounding banking—some of which 
has been the bankers’ fault, but mostly 
because the public, desiring informa. 
tion about banking methods, choose 
the “street corner” method of getti 
it and has not gone directly to head. 
quarters. 


Good bankers feel that their de. 
positors, who are virtually lending 
their money to the banks, deserve 
the same intimate information con- 
cerning the affairs of the banks as the 
banks insist upon receiving from 
potential borrowers. 


The “banking holiday” was in no 
way the fault of the banks. It was 
brought on by the depositors who lost 
confidence. If they had been informed 
regarding banks and their problems, 
the mortality among deposits and 
depositors would have been com- 
paratively slight. 


Thereare noinstitutions whose welfare 
and progress are more interdependent 
with the community than banks. 
They are not owned by “wealthy 
plutocrats” (unfortunately), but by 
your fellow citizens. 


COURT APPOINTMENT 


Stanley Reed has been named 
by President Roosevelt to the 
Supreme Court to fill the va- 
cancy created by Justice Suth- 
erland’s resignation. Mr. Reed 
has been, until this appoint- 
ment, Solicitor General 


Principal Office: 55 Broad Street, New York City 
64 BANKING OFFICES IN GREATER NEW YORK 
European Representative Office: 1, Cornhill, London, E. C. 3 
Member Federal Reserve System 


Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 


Both Common and Preferred shares have a par value of $20 each, 
The Preferred is convertible into and has a preference over the 
Common to the extent of $50 per share and accrued dividends, 


NEWSPHOTOS 


BANKING 


= 
= 
66 i JU 
\ 
pare 
Tectio 
4 Ce 
by ot 
5 
dan 
Feb 


JUDGE YOUR NEXT ACCOUNTING MACHINE ON THESE 9 POINTS! 


} Complete electrification of all alpha- 
bet and numeral keys, and of carriage, 
for faster work with less fatigue. 


y] Complete flexibility of vertical adding 

and cross-computing registers. Registers 
added as required without rebuilding or 
teplacing machine. This feature has saved 
teal money for banks that have changed 
accounting procedures. 


Accumulated amounts in columnar and 
€foss-computing registers are always 
visible. All registers provide for addition 
and direct subtraction, permitting contra- 
entries and automatic simultaneous cor- 
tection of vertical and cross totals. 


4 Carriage of the machine is automati- 

cally positioned to the correct decirnal 
and constant writing points, thus eliminat- 
img much of the time and work required 
by other types of machines. 

Entire writing line is visible, permitting 

rapid alignment of forms and control of 
entire posting operation, including writing 
of descriptive information. 
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6 Automatic line proof of each individual 

entry provides instant mechanical audit 
of each account before forms are removed 
from machine. 


7 Operator has independent control of 
each related form to be _ prepared 
simultaneously. Multiple balances are 
obtainable, and it is possible to accumu- 
late a different set of control figures for 
each of the records which are posted 
together. 
a All records are uniformly legible and 
neat, due to electrified printing. Only 
Retnington Rand offers complete elec- 


trification in a bookkeeping machine. 


9 Model “85” is made by Remington 

Rand Inc., the only single manufac- 
turer who can supply complete accounting 
systems and equipment, and assume com- 
plete responsibility. This is your protec- 
tion against over-spending for installation 
of complete equipment. 


Let Remington Rand prove—in advance 
—how much the Model “85”? can save 
yearly, in cash for your bank. Phone the 
Remington Rand office in your city or 
write Remington Rand Inc., Dept. 52, 
Buffalo, New York. 


OK: from Remington Rand 


MANUFACTURERS OF ALL TYPES OF OFFICE MACHINES AND SYSTEMS EQUIP- 
MENT, PROVIDING COMPLETE INSTALLATION AND FULL RESPONSIBILITY. 


“a 
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nine points! 
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rp chapters of the American In- 
stitute of Banking will be interested 
in the effort being made this year by the 
Cleveland Chapter to increase the effec- 
tiveness of its program of education in 
the high schools of the city. 

Each year, about the time of the 
school term opens, the president of the 
chapter and the chairman of the public 
education committee have been accus- 
tomed to bring together high school 
principals and teachers of economics 


A.LB. Speakers 


classes to offer them the services of 
speakers representing banks in Cleve- 
land Chapter. Speakers on various 
phases of banking, the Federal Reserve 
System and vocational topics in banking 
are made available to the chapter 
through the banks and are on call as 
requests for such talks come from the 
various high schools. 

This year, in an effort to avoid dupli- 
cating textbook material and to insure 
talks that would be likely to stimulate 


Cash on Hand and Due from 
United States Government Obli- 
gations, direct and/or fully 
guaranteed . . «© 
Other Securities . . . . 
Stock in Federal Reserve Bank . 
Loans and Discounts 
Real Estate Mortgages . . . 
Real Estate (24 Branch Bank 
Accrued Income Receivable— Net 
Customers’ Liability Account of 
Acceptances and Letters of 


TOTAL RESOURCES. . . 


Deposits: 


U.S. Government. . . . 
Treasurer—State of Michigan 
Other Public Deposits 
Capital Account: 
Preferred Stock (Paidin) . . 
Common Stock 
(Paid in $5,000,000.00— 
Earned $2,500,000.00). . 
Surplus (Paid in $5,000,000.00 
—Earned $2,500,000.00) . 
Undivided Profits (Paid in 
$2,500,000.00—Earned 
$1,446,932.57) . « « 


able February 1, 1938 .-* 
Reserves «© «© © © 


TOTAL LIABILITIES. . 


NATIONAL BANK 
OF DETROIT 


Statement of Condition, December 31, 1937 


RESOURCES 


LIABILITIES 


Commercial, Bank and Savings $358,482,665.46 


Reserve for Common Stock Dividend No. 7, pay- 


Our Liability Account of Acceptances and Letters 


United States Government Securities carried at $34,850,000.00 
in the foregoing statement are pledged to secure public and 
trust deposits and for other purposes required by law. 


Member Federal Deposit Insurance Corporation 


$148,695,638.57 


198,000,658.55 
11,248,698.84 
750,000.00 
66,311,852.62 
9,154,556.27 
48,698.44 


795,483.84 
882,887.99 


1,760,197.43 
$437,648,672.55 


9,176,503.77 
11,289,410.43 


26,657,245.08 405,605,824.74 
10,000,000.00 
7,500,000.00 
7,500,000.00 
3,946,932.57 28,946,932.57 
375,000.00 
960,717.81 


1,760,197.43 
$437,648,672.55 


active student interest and participa- 
tion in the program, a second meeting 
of teachers and available speakers was 
held, at which time the following points 
were agreed upon: 

(1) There should be an agreement be- 
tween the speaker and the teacher as 
to the subject matter to be covered in 
the talk under consideration. 

(2) The speaker can accomplish most 
by describing his own experiences, 
preferably using the case method to 


_ illustrate the actual application of 


banking principles. 

(3) Experience has shown that the 
talks are of the greatest value when 
presented to a relatively small group 
(35 to 70), with allowance of time for 
questions. 

(4) The teacher should make a 
formal request to the chairman for the 
services of a speaker ten days before the 
appearance is to be made. After the 
chairman has turned the assignment 
over to a speaker, the speaker should 
get in touch with the teacher imme- 
diately in order to determine how the 
subject can best be handled in the 
manner desired by the latter. 

(5) The speaker should not be ex- 
pected to give definite answers on 
broad, controversial questions having 
no direct bearing on the subject under 
discussion. 


FOR SALE 


Wendell L. Willkie, president 
of Commonwealth and South- 
ern, suggested the Federal 
Government purchase his util- 
ities system to protect its 
200,000 investors 


BANKING 


4 


an 
Greenbac commerct4 


February 1938 


| 
«> 
| \ 
| PROF | 
a 
All the exclusive Todd protectograPh features— the keys and trip bat- Compact and easily portable 
plus electric operation! Finget rouch keyboard, st cuts the cost and effort of checkwritios more 
pronze bearings and automatic governor assure than half—p2ys for itself time and energy saved. 
curacy, speed and long life. Powered by 2 yniversal The Todd Sales Comp4ey in your city will be glad 
motor this new electric protectograPh reduces the demonstrate protectogr@Ph Model 55—oF write 
effort of protecting amount lines to a mere touch of Rochester for details 0° this latest Todd product. 
THE TODD COMPANY; INC., Rochestef, New York, makers of super-Safety 
checks Antique Moorish check and pass book covers ~ A complete line of Bank supplies 
checks ° protectograp? checkwriters and signer’ 
Plants im pIRMINGHAMs postON, pROOKLYN; cHICAGO> CINCINNAT!s DALLAS, DENVER, st. PAUL 
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Social Security Finances 


reviol 
N astatement on fiscal administration ize the issuance at par of special obliga- the obligations were sold in the market. oa he' 
of the Social Security Act, the Treas- tions exclusively to the old-age reserve The fact that the Treasury, instead of a will be 
ury says the effect of investing social account, and specifically provided that bank, holds these obligations does not Treasu 
security funds in Government securities such special obligations shall bear inter- change the character of either the trans- other 
“is to transfer to the old-age reserve est at the rate of 3 per centum per action or the security itself. In either Unitec 
account and to the unemployment trust annum. Furthermore, the Social Secu- event the ultimate payment of the obli- 
fund the ownership of an amount of rity Actspecifically providesthatobliga- gation rests upon the credit of the ™ 
Government obligations which would tions other than such ‘special’ obliga- United States. “HEF 
otherwise be held by others. tions may be acquired for the old-age As for old-age benefit payments to gation 
“The amount of the obligations held reserve account only on such terms as_ eligible persons, the statement asserts Treast 
by these funds,” continues the state- to provide an investment yield of not that the payments “obviously would any Wi 
ment, “‘is listed as a part of the public less than 3 per centum per annum. not and could not be paid from the the t1 
debt. The issuance of the special obliga- particular taxes collected from em- The | 
tions to these funds does not operate to THE RECENT MARKET ployees. with 1 
reduce the total amount of the public “IN view of the fact that the market “When such payments are certified cial ¢ 
debt, but only to effect a transfer of quotations on direct and guaranteed by the Social Security Board to the reser’ 
ownership of a part of it.” obligations of the United States during Treasury Department, they will be redert 
With regard to old-age benefit funds, recent months have been on a basis made from the cash balance in the old- held 
the Treasury points out that investment which would not provide an investment age reserve account and in the event the either 
can only be made in interest-bearing yield of 3 per centum per annum, the cash balance should be insufficient to Unite 
Federal obligations or in wholly guar- Treasury has in fact been limited to in- meet current withdrawals, it is the duty provi 
anteed paper. These cbligations may be vesting the old-age reserve appropria- of the Secretary of the Treasury under tary | 
acquired either on original issue at par, tions in original issues at par. the Act to sell back to the general gatio 
or by purchase of outstanding obliga- “When the Treasury sells its obliga- Treasury such amount of the special 3 matu 
tions at the market price. tions to the old-age reserve account the per cent interest-bearing obligations as “7 
“The Social Security Act extended receipts from such sales belong to the is necessary to provide the money with the « 
the provisions of the Second Liberty general fund of the Treasury and are which to make the payments. inno’ 
Bond Act, as amended, so as to author-_ treated identically in the accounts asif “Such payments will not be de- Trea 


THE TENANT THAT PAYS 
IS THE TENANT WHO STAYS 


Keep them happy with up-to-date services 
—that’s the way to make sure that tenants 
stay put. That’s the way to make your 


occupancy curves hit the high spots—and 


SURE, ILL RENEW 
MR. S. YOU KEEP 
YOUR BUILDING 
UP-TO-DATE. THOSE 
NEW IVORY SOAP 
DISPENSERS, FOR 
INSTANCE. 


stay there! 


And Ivory Dispenser service is one in- 
expensive service that helps to keep tenants 
happy. Why? Because it’s so outstandingly 
satisfying. Because it makes face and hands 


cleansing so much pleasanter for business 
people. Because it delivers—for only 1 cent 
per 100 washes—America’s favorite soap— 
Ivory Soap. 


An illustrated folder will give you a quick, 
complete picture of the advantages of 
Ivory Dispenser service. Write for it. 


PROCTER & GAMBLE 
Industrial Sales Dept. B-138 
Gwynne Bldg. Cincinnati, Ohio 


Soap DISPENSERS 


deliver genuine IVORY SOAP in flakes or granules 
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dent upon the appropriation of 
money to the old-age reserve account 
(other than the current annual premium 
reviously referred to), but the securi- 
ties held in the old-age reserve account 
will be redeemed from money in the 
Treasury, in the same manner as any 
other public debt obligations of the 
United States would be redeemed. 


FEDERAL CREDIT THE BASIS 


“HERE again, the fact that such obli- 
gations are held by the Secretary of the 
Treasury, instead of a bank, does not in 
any way affect the character of either 
the transaction or the security itself. 
The fundamental principles involved 
with respect to the redemption of spe- 
cial obligations held for the old-age 
reserve account are identical with the 
redemption of United States obligations 
held by the public. The payment of 
either rests upon the credit of the 
United States and the Congress has 
provided the machinery for the Secre- 
tary of the Treasury to meet such obli- 
gations promptly upon redeemable or 
maturity dates. 

“The method employed to build up 
the old-age reserve account is not an 
innovation of the Secretary of the 
Treasury, but is specifically provided 


for in the Act of Congress approved 
August 14, 1935. 

“The procedure of investing the old- 
age reserve appropriation in special in- 
terest-bearing obligations of the United 
States is the same as that which was 
followed by the Government in connec- 
tion with the investment of the war 
veterans’ adjusted service certificate 
fund. The Treasury met its obligations 
to the veterans through and to the ex- 
tent of such investments when it was 
called upon to do so. It is also the same 
as the procedure which has been fol- 
lowed for many years in the investment 
of retirement funds for the benefit of 
Government employees. 


7 ADVANTAGES 


“THE method (continues the Treasury 
Department’s Statement) has the fol- 
lowing advantages: 

“1. The securities exactly fit the 
actuarial requirements which are by 
law made the basis for fixing the 
appropriations for the fund. 

“2. The bond market is not dis- 
turbed by the purchase of large blocks 
of securities, and by a subsequent con- 
tinuous pressure for the sale of securi- 
ties to provide cash for the old-age 
reserve account to meet current with- 


drawals, the effect of which might be 
purchases on a high market and sales on 
a low market. 

“3. Commissions to brokers on the 
purchase and sale of Government 
securities are saved. 

“4, Administrative expenses are 
smaller. 

“5. It is not necessary for the Treas- 
ury to be continuously in the market 
for funds or to borrow during the regu- 
lar quarterly financing periods addi- 
tional cash and to carry this cash, with 
a consequent loss of interest, until it can 
be invested in Government securities on 
the market as and when the appropria- 
tions become available. 

“6. Cash demands of the old-age 
reserve account can be immediately 
satisfied by the redemption by the 
Treasury of the special obligations and 
the whole plan has greater flexibility. 

“7, When the heavy payments under 
the old-age reserve account fall due 
several years hence, the Treasury will 
be in a position to do the necessary 
financing to meet the conditions then 
existing, without being compelled to 
sell a quantity of miscellaneous Govern- 
ment securities perhaps unsuited at 
that time to the market and to the 
Treasury’s program.” 


HARRIS TRUST AND SAVINGS BANK 


Organized as N. W. Harris & Co. 1882 — Incorporated 1907 « » » HARRIS TRUST BUILDING, CHICAGO 


STATEMENT of CONDITION 
December 31, 1937 


Resources 


Cash on hand, in Federal Reserve Bank, 
and due from Banks and Bankers 


79,651,593. 


U. S. Government Securities, at par and accrued interest: 


Due five years or longer 
Due less than five years 


Due less than five years (set aside under Trust Companies Act to pro- 


4,047,644. 


22,879,063 . 
12,784,492. 


tect Trust Department's Cash Balances) 


U. S. Treasury Bills at par 


1,910,000. 


State and Municipal Securities, not exceeding market value: 


Due five years or longer 
Due less than five years 


5,818,501. 
26,049,159. 


Other Bonds and Investments, not exceeding market value: 


Due five years or longer 

Due less than five years 
Demand Loans 
Time Loans and Bills Discounted 


Illinois State and Municipal Securities, not exceeding market value, 
deposited under Trust Companies Act 


Federal Reserve Bank Stock 


Capital 

Surplus 

Undivided Profits 

Reserve for Taxes, Interest, etc. 
Acceptances and Letters of Credit 


Member Federal Deposit Insurance Corporation 
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9,300,879. 
8,815,819. 
6,318,164. 
51,685,678. 


$231,069,294 . 


$ 16,438,016. 
3,594,958 . 
918,298. 


$169,465,893 .30 
28,166,275 .48 
12,485,853 .10 


$210,118,021. 
$231,069,294 . 


Directors 


ALBERT W. HARRIS 
Chairman of the Board 
HOWARD W. FENTON 


President and Chairman of Executive 
mmittee 


DAVID A. CRAWFORD 
President, The Pullman Co. 


FRANK R. ELLIOTT 
Vice-President 


F. O. HALE 
President, Illinois Bell Telephone Co. 
ARTHUR B. HALL 
Hall & Ellis 


STANLEY G. HARRIS 
Vice-President 


BOWMAN C. LINGLE 
Vice-President 
M. HADDON MACLEAN 
Vice-President 
SYDNEY J. McALLISTER 
President, International Harvester Co. 
JOHN McKINLAY 


FRANK McNAIR 
Vice-President 


CHARLES H. MORSE 
Fairbanks, Morse & Co. 
GEORGE E. SCOTT 
President, American Steel Foundries 
WILLIAM P. SIDLEY 
Sidley, McPherson, Austin & Burgess 
HAROLD H. SWIFT 
Vice-Chairman of Board, Swift & Co. 
WARD W. WILLITS 
Chrn. of Board, The Adams & Westlake Co. 


JOHN P. WILSON 
Wilson & McIlvaine 


FRANK H. WOODS 
Chrn. Addressograph-Multigraph Corp. 


56.000 
Customers’ Liability on Acceptances and Letters of Credit. ...... 918,298 .56 
Liabilities 
21 
— 
Trust Department’s Cash Balances ......... | 
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Finders as Keepers 


— lost money, bonds, or other valuables are found 
| on banking premises, the question of the right to pos- 
session, as between the finder and the bank, may easily arise’ 
The point has been litigated in a number of cases, and the 
weight of the holdings thereon is summarized as follows: 
If the valuables are found on a part of the premises open 
to the public, the finder will be entitled to possession, If 
found in a private part of the premises the bank will have 
this right. And, as an example of judicial reasoning on the 
| question there is the following recently decided case. Limits 
| of space, of course, prevent discussing all phases of the ques- 
| | tion. 
|| Here the plaintiff, a bank employee, found an envelope 
| | containing $500 in currency on the floor of a lobby near her 
station. The envelope had no identifying marks. The plain- 
| tiff immediately turned it over to an executive officer of the 
bank, and in due time the money was placed in a trust ac- 
count to await a possible call by the owner. No one claimed 
the money and, after several years, the plaintiff demanded 
| | possession as its finder. The bank refused this demand and 
| the plaintiff filed suit. 


WHEN THE FINDER KEEPS 
THE evidence showed that the plaintiff found the envelope 
on a part of the premises that was more or less open to the 
public, and that while the lobby was not entirely a public 


You Can Use a Copy of place, yet, members of the public were admitted through it 


when they had business with officers or employees of the 
\ / bank. On this evidence the lower court found for the plain- 
TH | ws BO 0 4 LET | tiff. The bank appealed and the higher court in affirming the 
| judgment below, said among other things: 
| “This money was not found in the safety deposit vault, 
|| nor in the safe deposit doorway, but was found on the floor 
long been recognized, long employed. Why not, then, | | in an entryway or small lobby through which many persons 


| |passed every day; persons who were not customers of the 
| safety deposit department of the bank, and some persons 


“The money-building power of compound interest has 


compound income?” . . . This is only one of many in- 


teresting questions asked and answered in this signifi- | | who were not even customers of the bank at all but were 
allowed by the bank to go through this passageway or lobby 
to see various employees of the bank for personal calls. . . . 
“Under the authorities, where property is found in a pub- 
of the type of modern Investment Plans offered by the | | lic or semipublic place, it is held that the owner or proprietor 
members of this association. You will find the booklet of the premises occupies no relationship of agent or fiduciary 
toward the owner of the property lost, and the right of 
possession and custody of the finder is superior, even though 
the finder be a servant or employee of the proprietor or 
owner of thepremises where the personal property was found. 
“The law is clear that the finder of ‘lost’ personal property 
FINANCIAL PROGRAM FOUNDATIONS is entitled to the possession thereof as poe a all the world, 
70 PINE STREET © NEW YORK CITY, NEW YORK except the rightful owner, and this is the law even though 
| the finder is a servant or employee of the owner or proprietor 
of the premises wherein or whereon it is found. . . . Judg- 

BENJAMIN FRANKLIN FOUNDATION, INC. ment affirmed.” (3 N. E. 2d 661) 


cant little booklet, written especially to provide bank 
executives and investment bankers with a broad outline 


useful in giving impartial advice to investors. 
Write for a copy today. 


CAPITAL SAVINGS PLAN, INC. 


FINANCIAL INDEPENDENCE FOUNDERS, INC. WHEN THE FINDER DOESN’T 
HAMILTON DEPOSITORS CORPORATION | | THERE have also been cases on the other side of the ques- 

INCOME FOUNDATION, INC. | : 


| The plaintiff was a customer of the safe deposit depart- 
_| ment of a trust company. While in this department, he found 

a $1,000 Liberty bond in a private room. He left the bond 
WELLINGTON FOUNDATION, INC. with the trust company for delivery to the true owner if the 
latter should appear. Six months later no one had claimed 
(CONTINUED ON PAGE 74) 


LEXINGTON FOUNDATION, INC. 
UNITED ENDOWMENT FOUNDATION, INC 
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George S. May Company announces the opening of 15 
new Branch offices in the United States and Canada. 


GEORGE S. MAY COMPANY OFFICES 


CHICAGO 


General Office: 
2600 North Shore Avenue 


Telephone: 
Hollycourt 3000-1-2-3-4 


C. A. Posson, General Manager 


Private Wires 
Western Union Station GY 


Postal Telegraph Station YM 


BRANCH OFFICES 


MINNEAPOLIS, MINN. 
1320 Rand Tower 
Telephone: Atlantic 0543 


CLEVELAND, OHIO 
310 Citizens Building 
850 Euclid Street 
Telephone: Cherry 5362 


ST. LOUIS, MISSOURI 
543 Boatmen’s Bank Bldg. 
Broadway and Olive Streets 

Telephone: Central 8683 


DETROIT, MICHIGAN 
6432 Cass Avenue 
Telephone: Madison 6300 


PITTSBURGH, PA. 
604 Chamber of Commerce 
Building 
Telephone: Atlantic 8741 


CINCINNATI, OHIO 

Temple Bar Building 

138 E. Court Street 
Telephone: Parkway 2030 


ATLANTA 


General Office: 


1205 Rhodes-Haverty Bldg. 
134 Peachtree Street 


R. T. Farquharson, 
General Manager 


Telephone: Walnut 3553 


BRANCH OFFICE 


HOUSTON, TEXAS 
702 Sterling Building 
608 Fannin Street 


Telephone: Capital 6535 


SEATTLE 


General Office: 
807 Dexter-Horton Building 
710 Second Avenue 


J. A. Garrity, General Manager 
Telephone: Elliott 3299 


BRANCH OFFICES 


LOS ANGELES, CALIF. 
517 Van Nuys Building 
210 West 7th Street 
Telephone: Vandike 2722 


SAN FRANCISCO, CALIF. 
817 One Eleven Sutter Bldg. 
Telephone: Exbrook 0480 


NEW YORK 


General Office: 
122 East 42nd Street 
D. T. Sterling, 
General Manager 
Telephone: 
Caledonia 5-4640-41-42 
Private Wire 
(Western Union Station KHJ) 


BRANCH OFFICES 


PHILADELPHIA, PA. 


1250 Coml. Trust Bldg. 
16 Broad Street 
Telephone: Rittenhouse 2496 


BALTIMORE, MARYLAND 


1605 Court Square Bldg. 
Calvert & Lexington Streets 
Telephone: Plaza 2272 


SYRACUSE, NEW YORK 
317 State Tower Bldg. 


109 South Warren Street 
Telephone: Syracuse 2-2655 


BOSTON, MASSACHUSETTS 
900 Statler Building 
20 Providence Street 
Telephone: Devonshire 8261 
PROVIDENCE, R. I. 
Hospital Trust Building 


15 Westminister Street 
Telephone: Gaspee 0907 


GEORGE S. MAY 
LIMITED 


TORONTO 


General Office: 
601 Canada Permanent Trust 
Building 
320 Bay Street 
Toronto, Ontario, Canada 


R. R. Kimmel, President 


and General Manager 


Telephone: Elgin 3822 


BRANCH OFFICE 
MONTREAL, QUEBEC, 
CANADA 
Telephone: Lancaster 8215 
910, 1253 McGill College Ave. 


This phenomenal growth is indeed a tribute to the success of the George S. May Company in solving 
the problems of industry and business generally. 


If in your business you have some problem . . . . advertising, sales, management, production, costs, 
accounting . . . . no matter what it may be, consult the nearest office shown above. The consulta- 
tion will cost you nothing and may show you many ways for increased earnings. 


<i 


GEORGE S. MAY COMPANY 
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(CONTINUED FROM PAGE 72) 


. the bond, and the plaintiff demanded possession. The trust 
EAL é company refused this demand, and the plaintiff sued, Ip 


holding that the trust company was entitled to the possession 


4 of the bond the court reasoned: 

a “Tf the bond had been found by [plaintiff] on the street 
or on the floor in a hotel, or in the public part of a banking 
institution or business house, . . . his right to the Custody 
as against all but the real owner would be clear; but here he 

F 0) Q E V E R . finds the bond in a private room, where only a limited class 


of people have the right to be or can be, and that class com. 
posed of the customers of a trust company which is the 
custodian not only of the private room where alone its cus- 
tomers may be, but of their private boxes in its vault. . , . 

“There seems to us no escape from the conclusion that, 
whether the bond was discovered on the desk or on the 
floor, it was in law at the time in the custody of the trust 
company, whose duty it was to retain that custody for the 
benefit of its customer, although that customer be unknown, 
. . . The custody of the chattel when discovered by [plain- 
tiff] being in one who owed a duty to the owner, such custo- 
dian must be treated as representing the owner, and as such 
representative has a prior right to the custody, and . . it 
was the duty of such custodian to refuse the custody to 
[plaintiff].” (265 S. W. 612) 


THESE CASES ARE TYPICAL 
THE foregoing cases fairly represent the reasoning followed 


T a F N F W p 0 x T A x [ F by the great weight of authority in situations of this kind. 


Here, of course, the question of title to the property lost 
D 0 Y J 0 0 and found is not in issue. Obviously, the true owner retains 
a that as against either the finder or the bank. So that only 
the right to possession, pending the appearance of the true 

C 0 | N C 0 \) N T F R | owner to claim it, is involved. 


And, as illustrated in the cases reviewed, the decidin; 

8 

: factor here is, as a usual rule, the character of the part of 

be the banking premises where the bond, money or what-not 
umbiles in counting loose Silver... once you pu is new, 

low-priced DOWNEY-JOHNSON Coin Counter to work | is found. This of course may raise Sed veo ro 

in your bank! A perfect-working automatic coin-counter, | under the authorities, if the place o finding is new pubac 

its low price permits you to pay less ... much less .. . on or semipublic the finder will be entitled to possession; if 


your original investment, yet gives you more than others held private that right will rest with the bank. 
in dependable, uninterrupted efficiency. A precision engi- 
neered machine, durably built by the makers of the famous : 
Johnson Lightning Cashier and Downey-Johnson coin sort- This interesting picture arrived too late for use in the 
ing equipment so universally used in banking institutions December picture article, “American Banking Abroad. 

from ‘coast to coast. It was recently taken in front of the London office of 
the Bank of America. The gentlemen in toppers are 

the bank’s messengers 


@ ovickly and accurately this new low cost DOWNEY- 
JOHNSON Portable Coin-Counter counts loose coins of ANY 
denomination, wraps them in neat packages or inserts them 
into bags. Does the work of the heaviest hand-driven machines, 
yet weighs only a fraction over fifteen pounds and sells for only 
half the pricel 


ae Easy to operate, smooth and quiet. Foolproof, Tinkerproof 
and Temperproof. Equipped with Double-checking feature, and 
quick-setting lock for package count. 


a Decide today to modernize and speed up coin counting and 
wrapping in your bank. Save tedious, costly and inaccurate 
hand counting . . . let your employees devote their time to 
more productive efforts. Write today for illustrated circular, 
and full details on the Johnson Free-Trial Demonstration Plan. 
No obligation. 


JOHNSON FARE BOX COMPANY 


Downey-Johnson Coin Counting and Assorting Equipment. 
Johnson Lightning Cashier. Johnson Tubular Coin Wrappers. 
150 Causeway St., Boston, Mass. . . 50 Church St., New York 
Main Office and Factory 
4619-4625 Ravenswood Avenue, Chicago 


BANKING 


| 

“Eig 

mert 

76. tion,’ 

| 

7 | Spo 

bank 
‘ | ings ¢ 

insta 

this 
dout 

crea’ 

to se 
accut 
persc 

part 
being 
plete 

used 

Type 

has 

avai 

dep 

havi 

= - and 

con 

: tio 

74 Febr 


“Complete Auditor 
C O Nn C r ol” says Mr. W. K. Reid, Cashier of the 


First National Bank, Spokane, Wash. 


“Eight years of continuous and satis- 


factory service from your machines 
merits some expression of commenda- 
tion,” writes Mr. Reid. 

“The First National Bank in 
Spokane was the first commercial 
bank in this vicinity to equip a sav- 
ings department with a National Sav- 
ings Machine. Since the initial 
installation in 1929, the accounts in 
this department have practically 
doubled. While enjoying this in- 
creased activity, it has been possible 
to serve our customers with speed and 
accuracy, but with no addition to the 
personnel. 

“The auditor’s control in this de- 
partment is most comprehensive, 
being far more accurate and com- 
plete than any other method we have 
used. 

“In a similar manner the National 
Typewriting - Bookkeeping Machine 
has demonstrated itself by making 
available to the loan and discount 
department all vital information 
necessary for a concise and adequate 
record. It serves us in a dual capacity, 
having been adapted to posting our 
general books. This uses the machine 
in full-time operation. 

“We are anticipating the arrival of 
our new improved savings machine 
and congratulate you on your ac- 
complishments in the field of bank 
accounting.” 


Mr. Reid’s letter emphasizes the 
most important advantages of Na- Sialional (Cah 
tional equipment. Wouldn’t you like DAYTON, OHIO 


ines? 
to know more about these machines? eee 
Our local representative will be glad ‘ 


Accounting Machine Desks ° Posting Machines ° Correct Posture Chairs ° 


to demonstrate them. Bank-Bookkeeping Machines * Check-Writing and Signing Machines * Analysis Machines 


February 1938 


| yz 
‘ 
‘eh: 
: 
vf 
—— 
Q00088 
- 
75 


HE natural way to meet competition 

is to grow in ability to serve. As trust 
business comes mostly from the cus- 
tomers of all the departments of a bank, 
to be successful in building up a trust 
department a bank as a whole has to 
build up a reputation for excellent serv- 
ice, the quality of which is continually 
being improved. In this way every offi- 
cer and employee of the bank is a factor 
in the growth of the bank’s trust busi- 
ness, as well as its other business. There- 


fore, the best way for each officer and 
employee to assist in this development 
of the trust business is to do his work 
better and better, as time goes on. 

The satisfied customers of one depart- 
ment, naturally, grow into customers of 
other departments. As most customers 
begin their relationship with a bank in 
the banking department, much of the 
business that comes to the trust depart- 
ment is directed to it through the chan- 
nels of the banking department. The 
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CERTIFIED PUBLIC ACCOUNTANTS 
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of 
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WASHINGTON 


The Whole Bank Sells Trust Service 


By HENRY A. THEIS 


contacts that are formed there are trans- 
lated into business for the trust depart- 
ment, and the degree in which this is 
done depends largely upon the satisfac. 
tion or dissatisfaction of the customer 
with the services rendered to him in the 
department of his original contact. 
The reputation of a bank extends be- 
yond the confines of its own customers. 


- It reaches into a field much wider and it 
| becomes known to a bank’s trade area, 
| whether that be a community, a county, 


a state, the nation or the world. There- 
fore, a reputation for high quality of 
service enlarges the field from which 


| business may be drawn, and becomes an 


| important factor in the development of 


new business. 

In addition to performing efficiently 
the mechanical parts of a bank’s contact 
with its customers, and rendering effec- 
tively the personal services which result 
from customers’ contact with officers, 
officers’ assistants, correspondents and 
tellers, there is another phase of a bank’s 
work which affects the bank’s reputa- 
tion in its trust work favorably or ad- 
versely. This is the strict compliance or 
non-compliance with the Statement of 
Principles, formulated by the Trust 
Division of, and approved by, the Amer- 
ican Bankers Association. The conduct 
called for by these principles is founded 
upon hundreds of years of experience in 
the evolution of trust relationships, 
which evolution has led to the concept 
of today as set out in the Statement of 
Principles. 

HIGHEST ETHICS NEEDED 
THIS concept calls for unexception- 
able business, financial and _ personal 
service to grantors and beneficiaries. It 
begins by announcing that rendering 
trust service is a business, and not a pro- 
fession or charity. It declares that trust 
service is of a confidential nature, and 
that confidences revealed by a customer 
should always be held inviolate. It states 
that it is the fundamental duty of a 
trustee to administer a trust solely in 
the interests of the beneficiary, without 
permitting the interest of the trustee or 
a third party in any way to conflict with 
the interests of the trust. 

The rule is asserted that the trustee Is 


| primarily a conserver, and must exercise 


the care a prudent man familiar with 
such matters would exercise as trustee 
(CONTINUED ON PAGE 78) 
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NATIONAL SURETY 
CORPORATION 


VINCENT CULLEN, President 


FINANCIAL STATEMENT 
December S3lst, 1937 


ASSETS 


Cash in Banks and Trust Companies 

Investments: 


Premiums in Course of Collection, Not Over 90 Days Due 
Accrued Interest, Dividends and Rents . 
Reinsurance and Other Accounts Receivable 


Home Office Building 
TOTAL ADMITTED ASSETS . 


LIABILITIES 


Reserve for Losses and Loss Adjustment Expenses 

Reserve for Unearned Premiums 

Reserve for Commissions, Expenses and Taxes 
Capital ‘ ‘ $2,500,000.00 


Total Capital and Surplus 


TOTAL 


$ 2,323,656.79 


15,829,831.92 


1,281,388.72 
130,689.38 
61,665.48 
850,000.00 


. $20,477,232.29 


$ 4,179,097.70 
5,391,163.98 
1,020,498.47 
924,701.92 


9,361,770.22 
$20,477,232.29 


*Represents difference between total values carried in assets for all bonds and stocks owned and total 


values based on December 31, 1937 market quotations. 


Securities carried at $1,356,457.81 are deposited tor purposes required by law. 


t 

l 

l 

| 
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(CONTINUED FROM PAGE 76) 


of the property of others. As conserver, 
the investment function of the trustee 
becomes of primary importance. The 
prudent man cannot be satisfied with 
mere safekeeping as one extreme, or 
speculation as the other. In other words, 
the trustee cannot be content with 
safety of principal alone to the disregard 
of reasonable income requirements of 
beneficiaries. Nor can he seek high 
yield as one extreme. 

To accomplish this with the greatest 
degree of efficiency, the Statement of 
Principles provides that the investment 


of trust funds and the management of 
property should not be reposed in a 
single individual, but should be en- 
trusted only to a committee of capable 
and experienced officers or directors. To 
safeguard the various trusts, it declares 
that properties of each trust should be 
kept separate from those of all other 
trusts, and separate, likewise, from the 
properties of the trust institution itself. 

As an element of fair dealing between 
customers it provides that minimum 
fees in any community should be uni- 
form, and uniformly and impartially 
applied to all alike. 

The Statement of Principles recog- 
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AMERICAN MOTORISTS 
INSURANCE COMPANY 


JAMES S. KEMPER, President 


HOME OFFICE: SHERIDAN AND LAWRENCE e CHICAGO, ILL. 
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nizes attorneys-at-law as members of g 
profession who are essential to the trust 
business and who have a community of 
interest with trust institutions to the 
end that the public, in its trust affairs 
receives the best quality of service, j 
declares that the duties of each — the 
one legal, the other business — should 
be kept separate and that trust instity. 
tions should not engage in the practice 
of law. 

Life insurance is acknowledged as an 
economic need, and cooperation be- 
tween trust institutions and life under. 
writers is called for in producing the 
best mutual service to the public. Inci- 
dentally, trust institutions are urged not 
to engage in the business of selling life 
insurance. 

While a trust institution is a private 
business, it is affected with a public 
interest in its relations with the com- 
munity. 

It should, therefore, be ready and 
willing to give full information about 
its own financial responsibility, its staff 
and equipment, and the safeguards 
employed. 

Without a high quality of service and 
strict adherence to the Statement of 
Principles, the solicitation of new busi- 
ness is a difficult thing. On the other 
hand, if one does not have to apologize 
for the services and ethical conduct of 
the bank in all of its departments, the 
solicitation of new business is compara- 
tively easy. 


ON UNEMPLOYMENT 


Among those who testified be- 
fore the Senate Unemployment 
Committee was W. J. Kelly, 
president of the Machinery 
and Allied Products Institute. 
He suggested major changes in 
Federal policy 
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Men learn from experience. Year after year during the 
depression they saw a striking demonstration of the 
safety of life insurance. No wonder that when money 
again began to flow, more and more of it was used for 
life insurance. In 1937, life insurance in force in the 
United States increased over 5 Billion Dollars, to an 
all-time record total of 110 Billions. 


Public faith in life insurance is at a new high. In the 


next few weeks, the forthcoming annual statements of 
the life companies will again prove that this faith is 
justified — that no financial institution is safer than a 
good life insurance company. 


As in past years, NWNL’s Financial Statement is the 
first to be published. As in past years, it again shows 
that no life insurance company is stronger or safer than 
Northwestern National Life. 


53rd ANNUAL FINANCIAL STATEMENT 
December 31, 1937 


RESOURCES 

U.S. Government Securities. . 14,944,691 
Bonds Fully Guaranteed by the _ 4,640,672 
Canadian Government Securities. . ; 444,553 
Other Bonds: 

State, County, and Municipal. . . 

Railroad Mortgage Bonds. . . 

Railroad Equipments... . 

Public Utility... . 

Industrial. . 


3,659,491 

4,468,911 

1,553,395 

12,014,080 

884,549 

249,517 
First Mortgage Loans: 

Farm Loans 
City Loans. 
Policy Loans 9,358,072 
Real Estate (Including Home Office ¢ Building)... 2,884,193 
Real Estate Sold Under Contract . ae :  h/ 89,898 
Premiums, Due and Deferred... . . 1,948,498 
Interest Due and Accrued and Other Assets. 633,863 


TOTAL. $64,898,095 


872,391 
3,506,402 


LIABILITIES 
Reserve on Policies. . . . . 
Death Claims Due and Uaeala.. 
Claims Reported but Proofs not Received 
Reserve for Claims Unreported. 
Present Value of Death, Disability, and ous Claims Payable 
in Installments. . 

Premiums and Paid i in 
Reserve for Taxes Payable in 1938... . 
Profits for Distribution to Policyholders 
Asset Fluctuation and Other Reserves 
Surplus Funds and Capitai: 

Voluntary Contingency Reserves 

General Surplus 

Paid-in Capital 

TOTAL 


2,413,093 
2,533,773 


$2,228,522 
. 2,218,792 
1,100,000 5,547,314 


. $64,398,095 


Insurance in Force $418,536,825 


TEN YEAR RECORD 


Comparing NwNL’s notable record during the past decade (1927-37) with the unusually 


fine combined record of all life insurance companies in the United States. 1937 figures for 


Growth in Assets 


all companies are as estimated by the Association of Life Insurance Presidents. 


Growth in Insurance in Force 


62% 


26% ; 


All Companies NwNL 


Growth in New Insurance Written 83% 


121% 


30% 


—13% a 
NwNL 


All Companies 


All Companies NwNL 


NorTHWESTERN NATIONAL Lire INSURANCE ComPANY 


0. J. ARNOLD, President 
MINNEAPOLIS, MINNESOTA 


STRONG 
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‘at 
Money Troubles 


Keep capital liquid, credit high with 
controlled collections and limited loss 


OW your business can be 

flexibly financed—you can 
control your cash position at 
will, and at short notice—and 
you can limit possible credit 
losses to a small definitely 
agreed percentage. All this and 
your customers are not notified! 


With the introduction of the 
LIMITED LOSS feature, we 
have made the discounting of 
accounts receivable not only 
the most flexible and economi- 
cal form of modern industrial 
financing, but also added a 
strong protective factor that 


fits in with the most conserv- 
ative management. 


Hundreds of substantial con- 
cerns use this sound method 
of maintaining a strong cash 
position and high credit rating. 


If you need cash to meet pay 
rolls, to discount your bills 
payable, to buy raw materials 
at lowest cash prices, or for 
other sound business reasons, 
investigate the advantages of 
this flexible, economical plan. 


* Why not give us an oppor- 
tunity to explain? A personal 
interview will give you a better, 
quicker understanding. Our 
representative will keep any ap- 
pointment at your convenience. 


BALTIMORE 


NEW YORK CHICAGO PORTLAND, ORE. 
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Don’t Invite Banditry 


ICTURE a typical branch bank located on a main street 

in one of the business centers of a busy city. It is modern 
and adequately guarded with the most approved protective 
devices. During a noon hour, when the manager is out for 
lunch and the police officer is far away on his regular patrol, 
three thugs enter the bank, and in three minutes pick up a 
very substantial amount of cash. They walk out in a quiet, 
orderly, payroll-delivery formation, through sidewalk and 
street traffic, and enter an automobile awaiting on the car 


track obstructing travel of street cars and motor cars, and 


drive away. 

Two principal factors figure in their success: first pro- 
fessional experience and skill, including careful planning and 
detailed knowledge of conditions prevailing; and second 
(the determining factor that marked the bank for attack) 
the protection afforded their operation in the physical set-up 
of the bank itself. All the windows of the bank are screened 


against public view. When the bandits enter, the guard, | 
with sawed-off shot gun takes a position hidden from the 


view of those who enter, but commanding the whole banking 
room. During the hold-up the manager returns and as he 
approaches the door, passes windows where two clerks are 
standing with hands up. They can see his shadow as he 
passes, but he cannot see them and they are helpless to give 
him any signal. He enters the bank and is lined up against 


the wall with others. If he had been a policeman he would 


have had no other choice. 


The pertinent question that immediately arises is: Why | 


do banks prepare so carefully to repel attacks with expensive 
protective devices, and at the same time render this costly 
equipment practically ineffective by baiting the bandit 


temptingly with an exterior set-up that is the only thing that | 


makes for any possible promise of success for his efforts? 
How many banks can you name into which you can look as 
you pass by? In the imaginary but perfectly possible case 
cited above, the most skilled bank bandits would not have 
been foolhardy enough to attempt this hold-up at a busy 
corner without the protective factor that the bank itself 
provided. 

Of course the larger banks, in many cases, have remote, 
bullet-proof, alarm-protected observation booths, where a 
telephone operator can give immediate alarm. These banks 
are not likely to appear on the bandits’ list of prospects. 
But most of our smaller banks are not so guarded. 

In spite of the fact that much has been said against closing 
the bank to public view, the practice still prevails. It seems 
to be the tendency of human nature to resist change. In 
former years, before the advent of impenetrable, alarm- 
protected vaults, bank robberies were night jobs and 
screened windows were in vogue. Today, even though the 
successful bank job must be by daylight, the screened win- 
dow, as a distinguishing feature of a bank, seems to have 
become so imbedded in the tradition of banking that it is 
persistently retained regardless of the hazard involved. 

In the face of large and increasing investments constantly 
made in protective devices, the burden of insurance costs, 
the fact that 75 per cent of bank crimes of violence are day- 
light hold-ups—in spite of all this the big majority of our 
banks persist in retaining the screened window, a tempting 
invitation to the bank bandit. 

GILBERT BALKAM 
Manager, Department of New Business and Analysis 
Quincy Trust Company, Quincy, Mass. 
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The main floor 


of a 
progressive savings bank 


Above, the Main Floor of a 
bank building, where Car- 
bondale Air Conditioning 
does not disturb the archi- 
tectural beauty in any way. 
At the left, the 90-ton com- 
pressor and condenser used 


in this installation. 


The entire bank building is 
Air Conditioned by CARBONDALE 


HETHER your air conditioning 
problem concerns your bank or any 
other building...Carbondale engineers 
will be glad to help you plan an installa- 
tion for the greatest return in comfort, 
health and profit. There is no obligation. 


Ask for Literature 
CARBONDALE 


DIVISION 
WORTHINGTON PUMP AND MACHINERY CORPORATION 
General Offices: HARRISON, NEW JERSEY 
CA7-70 Offices and Representatives in Principal Cities 


| | 
‘iy if 
h. 
| 
CARKONDALE 
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Bank Work in Black and White 


following are extracts from a 
mimeographed leaflet, A Bookkeep- 
er’s Duties, prepared by Mrs. Mollye B. 
Glick, head bookkeeper of the Pennsyl- 
vania Company for Insurances on Lives 
and Granting Annuities, Philadelphia, 
Pennsylvania. 

The excerpts given here show how 
bank operations can be synopsized and 
put in printed form for the benefit of 
both trained and inexperienced em- 
ployees. 


NEATNESS 

Since our ledgers are permanent rec- 
ords, all postings should be legible and 
dated correctly. No erasures are per- 
mitted on the ledgers. All corrections 
must be made in ink with an explana- 
tion, so that if we should have occasion 
to refer to these ledgers years from now 
there would be no difficulty in determin- 
ing the nature of the item posted. Our 
records are subject to subpoena for 
court at any time and the slightest dis- 


Make 
Commercial Loans 


Safer 


The average customer who wants a commercial loan, 
makes as optimistic a statement about the state of his 
receivables as he dares. 


You necessarily ask searching questions, check and 
pass judgment on accounts past due, accounts doubtful, 
accounts virtually worthless. 


But you need not question the value of a customer’s 
receivables if the accounts are covered by credit insur- 
ance. You know that the borrower is protected against 
potential credit losses—that his policy protects the 
bank, too. 


Many large banks include this question in their 
financial statement blanks: ‘‘Do you carry Credit 
Insurance?” Obviously they favor this form of protection. 


Customers usually recognize the fairness of the 
banker’s attitude toward Credit Insurance—they even 
anticipate it when they insure their accounts. Thus a 
Boston policyholder (name on request) writes: ‘‘Your 
chief value to us is that we can show our bank that, 
aside from our 10-day business, all our accounts are 
insured and therefore at least 90% as good as cash.” 


Encourage Credit Insurance. With the rising tide of 
business bringing increased borrowing, Credit Insurance 
is more than ever necessary. 


American Credit Indemnity Co. 


OF NEW YORK J. F. McFADDEN, President 
Chamber of Commerce Bldg., St. Louis, Mo. 
Offices in all principal cities of United States and Canada 


crepancy as to the title of an account 
or address on the ledger card may mean 
the ruling out of important testimony 
in a case. 

Ledger cards must be kept in perfect 
alphabetical order so that no time is 
lost in locating them when needed. File 
all records daily. 


STOP-PAYMENTS 


A very important thing to watch 
when posting is our stop-payment or- 
ders. The stop-payment blanks are con- 
spicuous enough for us to sense the 
danger and watch for the particular 
check. 

When requested to hold an amount 
on an account, be sure to notify the 
teller if there is a stop-payment for this 
amount. Remove stop-payment covers 
for all checks more than sixty days old. 
Checks more than sixty days old are 
referred to the stop-payment register 
by the supervisor. 

As a final precaution against paying 
a check over stop-payment order, the 
bookkeeper should check back every 
account which has a_ stop-payment 
folder, each day before leaving. 


POSTING TO PROPER ACCOUNT 


Credits: Never post a deposit ticket 
unless you are absolutely sure of the 
name. The name on the deposit ticket 
should read exactly as the title of the 
account in your ledger. On all collection 
credit slips the correct title of the ac- 
count will be found below the words 
“Credit the account of” or “Deposit 
to the credit of”. This also applies to 
credits received from our securities 
departments. 

Debits: A great many of our depos- 
itors use checks of the same style and 
color. There is a tendency to post by the 
color of the check. Watch your signa- 
tures on all checks very carefully. Par- 
ticular care should be taken to watch 
the title of the account on the checks 
where we have both the firm account 
and personal accounts of the firm mem- 
bers. Bookkeepers should go through 
their signature cards and have a thor- 
ough knowledge of their accounts. 
A misposting may result in a lawsult 
involving great losses, which always 


‘means losing the good will of a depositor. 


If in doubt as to the nature of a 
charge or credit, refer to the book of 
forms at your supervisor’s desk. 

Notes, Drafts and Trade Acceptances: 
These items may not be charged to the 

(CONTINUED ON PAGE 84) 
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lt you've ever lived in a community 
where a “firebug” was on the loose, 
you know the stark terror he causes. 
The dreadful ordeal of lying awake 
at night wondering if your home, your 
property will be the next victim of 
his torch. 


He does not long go uncaught. The 
police are zealous in tracking him 
down...and to assist them The 
National Board of Fire Underwriters 
maintains a completely organized 
Arson Department with a staff of 
trained investigators who cooperate 
with public authorities and never rest 
until a fire mystery is solved and the 
guilty person is behind bars. 


And that is but one of many ways in 
which The National Board of Fire 
Underwriters works constantly to save 
life and property. Would you be sur- 
prised to learn that the country-wide 
activities of this organization are sup- 
ported entirely by 200 capital stock* 


fire insurance companies? 


The saving of human life thus accom- 
plished cannot be figured in dollars and 
cents, but the saving of property can 
be. Lowered fire losses have made 
possible steadily lowered fire insurance 
costs. Today, the average rate for cap- 
ital stock fire insurance is more 


than 40% lower than it was in 1905! 
February 1938 


*CAPITAL STOCK COMPANY Fire Insurance 
provides sound protection at a pre-determined cost, without 
risk of assessment to the policyholder. Its promise is backed 
not merely by legal reserves but by capital stock and a sur- 
plus accumulated to meet both normal expected losses and 
those that are abnormal and uncertain . .. even extreme 
losses due to conflagrations. Its system of operating through 
competent Local Agents assures prompt personal service 
to policyholders. 


THE NATIONAL BOARD OF FIRE UNDERWRITERS « 85 John Street, New York 


National organization of Capital Stock Fire Insurance Companies « Established 1866 
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(CONTINUED FROM PAGE 82) 


account in the exchange work, and 
must be approved for payment before 
posting. 

Notes are charged to the maker’s 
account, but drafts and trade accept- 
ances are charged to the account of 
the drawee. (the person on whom the 
item is drawn) who is also the acceptor. 
This is particularly important in cases 
where both-the drawer and the drawee 
have accounts with us. When in doubt, 
refer before posting. 

Certified Checks: Never post a certi- 
fied check! When a check is certified 


Cash and Due from Banks 


(Direct and Fully Guaranteed) 
Unpledged 


lic Funds 
matures within two years) . 


Real Estate Owned 
Loans and Discounts 
Accrued Interest . 


Other Assets 


Capital Stock —Common 
Surplus ‘ 
Undivided Profits 
Reserve for Contingencies 
Accrued Interest and Expenses . 


Acceptances and Letters of Credit . 
Less: Amount in Portfolio 

Trust Funds and Public Funds . 
Other Demand and Time Deposits 


THE 


NATIONAL CITY BANK 


OF CLEVELAND 


SONAL 


STATEMENT OF CONDITION DECEMBER 31, 1937 


RESOURCES 


United States Government Obligations 


Pledged to Secure Trust ‘Pasks and Pub- 
Other Securities (of wht h $6, 286, 373. 00 


Capital Stock of The National City Bing Co. 


Customers’ Liability on of Credit 


LIABILITIES 


Deferred Credits and Other Liabilities . 


Member Federal Deposit Insurance Corporation 


for one of our depositors, the account is 
charged immediately; therefore, when 
the certified check reaches the bank for 
payment it no longer concerns the in- 
dividual ledger bookkeeping depart- 
ment, having already been charged. 
The certified check is then a general 
ledger debit and is disposed of by the 
general ledger department. 

Other Charges: With the exception of 
items bearing the authorized signature 
of the depositor, no charge may be 
posted to a depositor’s account unless 
signed by an officer. 

Uncollected Funds: Never pay against 
uncollected funds without referring. 


$43,258,480.47 


$42,208,363.61 


6,770,951.25  48,979,314.86 


15,280,524.93 
2,175,000.00 
88,197.79 
41,948,128.98 
288,075.60 
1,753,527.67 
$153,896,133.61 


7,500,000.00 


3,125,000.00 
1,143,908.89 $11,768,908.89 
2,000,916.68 
38,076.22 
97,765.06 
$2,257,529.92 
504,002.25 1,753,527.67 
$6,114,723.65 
132,122,215.44 _138,236,939.09 


$153,896,133.61 


It takes from two to three days to col. 
lect a city check and from two days up 
for an out-of-town check. 


RETURNING CHECKS 

When returning a check for “Not 
Sufficient Funds” or “Uncollected 
Funds”, be certain that you are abso- 
lutely right. A check returned in error 
is always embarrassing and may result 
in a loss to the bank through lawsuit. 

When a depositor is short, be sure to 
report the balance in any other account 
he may have with us. 

If more than one check is to be re- 
turned, always return the check bearing 
a city bank stamp to avoid a protest fee, 
Any returned check in excess of $10 is 


| subject to protest unless it bears a “No 


Protest’’ stamp on the face of the check. 


OVERDRAFTS 

Never overdraw an account without 
authorization. If a teller cashes a check 
which overdraws the account, report it 
immediately; it might be possible to 
return an exchange check to cover the 
overdraft. 

Never send out a statement or can- 
celled checks on any account overdrawn 


more than $2. 
* 


Other matters covered are daily re- 
ports, attached accounts, restrictions, 
transfer sheets, journals, check filing, 
statements, telephone inquiries and 
“what to report”’. 


ADVISORY COUNCIL 


Robert M. Hanes, Second Vice- 
president, American Bankers 
Association, and president, 
Wachovia Bank & Trust Co., 
Winston-Salem, N. C., has been 
appointed to the Federal Advi- 
sory Council, representing the 
Richmond Reserve bank 
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Liability ledgers of three different loan and discount posting 
plans are illustrated. Each was posted completely, including 
all typewritten description, on a Burroughs Loan and Dis- 
count Machine. No matter what posting plan you are using, 
there is a Burroughs that exactly fits the work and will post 
all records neatly, accurately and economically. Special 
Burroughs features speed up and simplify the posting. 


Call our nearest office for details 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


Burroughs Loan and 
Discount Machine 


LIABILITY LEDGER 


a separate balance 
for maker (direct) 
and endorser (indirect) 
liability. ZED LINE O€ CREDIT 


AUTHOR! 


) On this ledger only «ay 


This ledger shows 


oJ sui TH 
436 ADAMS AVE. 


NAME 


40,000.00 ADDRESS 
19 
direct liability is 19 
posted and another 
sheet is used for in- 
direct liability. 
Here the ledger has 
4 5 separate balances 
(endorser, time se- 
cured, time unsecured, DIRECT LIABILITY 
demand secured, de- The First National Bank 
mand unsecured) anda 
combined balance of all. 


Sheet No. 

Under these or any Name WILLIAMS Authorized Line of Credit 
other loan and dis- Address 2846 TURNER AVE., a 

count posting plans, a 

all BURROUGHSVILLE, MICH 19 

records neatly, eco- ' ENDORSER OR COLLATERAL Payments 


nomically and accu- | AB WILLIAMS | 350000] 2736 3,500.00 
rately. RB WILLIAMS MAY 2736 1,000.00 
RB WILLIAMS JN 2636 3,150.00 


LIABILITY LEDGER 


NAME THE ARNOLD CO 


ADDRESS 486 LIGHT BLOG. 


THE ARNOLD CO 
THE ARNOLD CO 
THE ARNOLD CO 
JAMES SMITH 


— 
i 
5 
‘ 
UG | 424.00 
| 1,100.04 
9617 | THE ARNOLD CO way | | 1,000.00 1,000.00 1% ©1,00000 
: 500.00 500.00 MAR 2 36 50000 
1.98 JUN | 5,000.00 5,000.00 wR 236 50000 F 
1.55 DEM 10,000.00 10,000.00 MR 636 15,500.00 
3.00 JUN 5 135.78 wR 13% «15,635.78 
ebruary 1938 
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A Public Opinion Laboratory 


A SAMPLING of public opinion about 
banking, taken in a city “typical of 
normal urban life in the United States’, 
showed that 57 per cent of the persons 
interviewed appeared to have no par- 
ticular prejudices that affected their 
attitude, while 43 per cent did have 
such prejudices. 

. Of the latter group, 8 per cent mani- 
fested social prejudices involving a criti- 
cal view of banking, 8 per cent had 
prejudices against banking in general, 


and 17 per cent prejudices based on 
local banking history and experience. 
The remaining 10 per cent had preju- 
dices that were combinations of the 
foregoing three. 

This information was revealed in a 
study made by the American Bankers 
Association through its Research Coun- 
cil for the purpose of demonstrating 
methods by which banks can test pub- 
lic opinion in their communities. The 
objective is the effective diagnosis of 


Bank of America 


National Trust & Savings Association 
CALIFORNIA’S ONLY STATEWIDE BANE 


Condensed Statement of Condition 
December 31, 1937 


RESOURCES 


Cash in Vault and in 
Federal Reserve Bank 


Securities of the United States 


Government and Federal Agencies . . 
State, County and Municipal Bonds. . 


Other Bonds and Securities 


Stock in Federal Reserve Bank . . 


Loans and Discounts 


Accrued Interest and Accounts Receivable 


$ 165,581,.872.89 
79,388,884.94 


425,287.776.20 
81,052,575.53 
44,211,027.29 
2,580,000.00 
630,668,810.81 
2.735,821.42 


Bank Premises, Furniture, Fixtures and 


Safe Deposit Vaults 
Other Real Estate Owned 


35,369,954.94 
2.239,658.90 


Customers’ Liability on Account of 
Letters of Credit, Acceptances and 


Endorsed Bills 
Other Resources 


TOTAL RESOURCES 


23,386,618.99 
870,092.73 


$1,493,373,094.64 


LIABILITIES 


Reserves ... . 


Liability for Letters of Credit and as 


$ 50,000,000.00 
36,000,000.00 
23,104,963.69 
2,890,867.07 


Acceptor, Endorser or Maker on 


Acceptances and Foreign Bills. . 


DEPOSITS: 


23,998,508.02 


Commercial $565,180,178.47 


Savings. . 


792,198,577.39 
TOTAL LIABILITIES 


1,357,378,755.86 
$1,493,373,094.64 


This statement includes the figures of the London, England, 
banking office: 12 Nicholas Lane, E.C. 4. 


MAIN OFFICES IN TWO RESERVE CITIES OF CALIFORNIA 


SAN FRANCISCO 
1 POWELL ST. 


STATEWIDE 


LOS ANGELES 
660 SO. SPRING ST. 


MEMBER 
FEDERAL DEPOSIT 
INSURANCE CORP. 


491 Branches Serving All California 


sentiment as the basis of bank public 
relations through the use of actual in- 
formation rather than indefinite beliefs 
and guesswork. 

Emphasizing the need for this ap- 
proach, the study says that “events of 
recent years have demonstrated again 
and again that to know what people are 
thinking about banks is a maior re. 
quirement of sound bank management.” 
It was on the premise that public good 
will is a banking asset “just as indispen- 
sable as good loans and investments” 
that the Association set out to gather 
material which would help develop “a 
better informed technique of good will 
management.” 

The confidential survey of opinion in 
the unnamed city was made by obtain- 
ing interviews from all classes of persons 
familiar with the community. They 
represented a true cross section of pub- 
lic sentiment, the survey states. The 
results are presented in detailed tabula- 
tions supplemented by analytical and 
explanatory text. 

Questions asked by the Association’s 
investigators included such matters as 
what professional or business group was 
most to blame for the economic difficul- 
ties which began in 1929, which group 
was most helpful in business recovery, 
on whose policies recovery most de- 
pends. There were also several questions 
about the conduct of local banks, opin- 
ions about the services they are 
rendering, and observations on their 
advertising. 

A study of the returns from the sur- 
vey throws light on such matters as the 
banker’s problem of adjustment to pub- 
lic opinion, what he needs to know 
about the sociological aftermath of the 
depression, and the types of prejudices 
now prevalent. It also reveals social and 
economic beliefs and theories related to 
these prejudices, and brings out sugges 
tions for changes in policy which would 
improve the banking situation. 

Some of the answers and suggestions 
obtained as a result of the questions 
used “were sound, some were obviously 
based on misconceptions as to good 
banking practice, while still others were 
plainly unreasonable,” the study says. 
“Nevertheless, all three classes of an- 
swers were instructive, especially the 
unsound suggestions, in that they give 
clear insight into the lack of banking 
understanding in the community. The 
correction of this is one of the chief ob- 
jectives for the banker to aim at in his 
public relations policies.” 
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Information Exchanges 


HE officials of one bank keep each 

other currently advised as to their 
business relations with the bank’s cus- 
tomers and information acquired about 
them by recording such knowledge in 
customers’ files and circulating a carbon 
copy of each recording made. 

Each file is divided into several sec- 
tions separated by indices. Information 
is classified and recorded in its respec- 
tive section in chronological order, 
preceded by the date and bearing the 
name of the officer supplying it. 

A carbon copy on tissue is made of 
each recording. At the end of the day 
the tissue copies are clipped together 
under a headsheet addressed to each 
officer in the order of his seniority. The 
following morning the batch passes 
along from one to the other in the order 
named, each initialing next his name to 
indicate he has read the contents. The 
batch finally reaches the credit depart- 
ment where it is filed permanently. 


4 CATEGORIES 


BEFORE illustrating the type of in- 
formation disseminated by the tissue 
copies it might be well to explain four 
sections in the files under which the 
great majority of information is clas- 
sified and recorded: 

(1) Direct Relations. In this section 
is recorded information obtained direct 
from the customer, special instructions, 
consummated or pending transactions, 
progress of solicitation for bank services 
other than those now being used, etc. 

(2) Investigations. Here is chronicled 
the history of investigations made to 
identify new depositors, to determine 
their moral and financial responsibility 
and standing in the trade for the ex- 
tention of credit, etc. 

(3) Inquiries. Recorded here are the 
names of individuals, firms and corpora- 
tions who inquired about the customer 
and the purpose of each inquiry. 

(4) Reports. Reports obtained from 
various credit and trade associations 
and financial services are filed in this 
section. On a special sheet for the data 
is listed the name and date of each 
teport received and the reason ordered. 

Following is the type of information: 


Methal Township (sec. 1) 

jan. 5. Treas. Burgess called. I agreed to dis- 
count $50M 6mo. tax anticipation warrant due 
@ 21/2% Pres. 
J. Smythe (sec. 3) 

Jan. 5. 1st Methal N.B. inquired he is co- 
maker with Hank Smythe on $200 unsecured 
note due 4/5 Cashier 


February 1938 


L. M. Williams (sec. 1) 

Jan. 5. He voluntarily opened account here, 
initial deposit $500 cash and own check $2,000 
on Ist Methal N.B. Recently purchased No. 18 
View Rd. No need for lock box. ist V.P. 
L. M. Williams (sec. 2) 

Jan. 5. Telephoned Snodgrass 1st Methal N.B. 
Subject has maintained substantial account 
there since 1934. They hold mtg. $6M on No. 
18 View Rd. He rents lock box there. 1st V.P. 
Cheney Grocery Inc. (sec. 4) 

Jan. 5. Received year end report from Methal 
Credit Bureau. Revising file for possible in- 
crease of credit line. Ass’t Cashier 


Incomparable safety for commer- 
cial | 
warehouse 
credit, banks, 
tion against-fess due to \borrowers’ 
defaulting or claifis. 

Consider what thié.r i 
of profits for your ‘bank: 
aid of LAWRENCE you cap 
depart from open credit limitations, 
and increase loan volume tremen- 
dously. Since credits are secured by 
marketable inventories of definite 
value, you can safely accept many 
new accounts that might otherwise 
be hazardous. More important, you 
can increase loans to certain present 


hen LAWRENCEyfeld falléquate. 
eipts are the teffeat 
ive positive pigtet-"“SysTEM has been est 


is.-- operation. Th 


Hellsig Mfg. Co. (sec. 1) 

Jan. 5. Jim Hellsig phoned about borrowing 
$10M 3 mos. own paper. Deferred giving him 
answer until we see year end balance sheet and 
last six mos. operating figures. He’ll stop by 
with them. 2nd V.P. 


These daily “information exchanges” 
have promoted a high degree of effi- 
ciency among the bank’s officers in 
dealing with its clientele and have 
definitely been instruments for better 
customer relations. 


custgmers whb n credit in- 
4 
teffectiveness of LAWRENCE 
lished by 
years of continuous 
sands of loan ac- 
tan served. Yet in no 
AWRENCE SYSTEM 
© discharge full responsibil- 
ity as warehousemen to banks hold- 
ing warehouse receipts. 

For information on any problems 
of field warehousing, consult Depart- 
ment B-13 of the nearest LAWRENCE 
office. Free copies of the booklet 
“Warehouse Receipts as Collateral,” 
are available on request. 


sthan 20 


counts hav 


A few among hundreds of commodities that are the basis for profit- 
able loan operations of bankers through LAWRENCE SYSTEM: 


BAGS, BAGGING and COTTON PATCHES-—at mills « CANS (empty) and tin plate—at distrib- 
utors’ and canneries © COCOA BEANS and SUGAR-—at candy manufacturers’ e DRIED FRUIT— 
at packing houses e LOGS—in log ponds, rafts and cold decks e STEEL—at jobbers’ and manufac- 
turers’ e OLIVES—in brine and cased * CRUDE RUBBER and TIRES—at tire factories e SUGAR 
—at refineries, brokers’ and wholesale grocers’ COTTON -—at cotton mills. 


Creating Commodity Paper Against Inventory 


A. T. G1BSON, President 
Member: AMERICAN WAREHOUSEMEN’S ASSOCIATION Since 1916 
New York: 52 Wail St. © CHICAGO: One North LaSalle St. * KANSAS City, Mo: Commerce Trust Bldg. 
St.Louis: 1505 Federal Commerce Trust Bldg. * MINNEAPOLIS: 835 Plymouth Bldg. * BOSTON : 49 Federal St. 
BurraLo: Liberty Bank Bidg. « Los ANGELES: W. P. Story Bldg. ¢ FRESNO, CALIFORNIA : 2030 Anna St. 
SAN FRANCISCO: 37 Drumm St.* PORTLAND, OrE: U.S. Nat’! Bank Bldg. * SPOKANE: South 155 Stevens 
SEATTLE: 1014 Fourth Ave. South * DALLAS: Santa Fe Bidg.e HOUSTON: 1001 Shell Bldg. * HONOLULU 


CERTIFIED on cuecks... LAWRENCE on WAREHOUSE RECEIPTS 
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prompt retirement of R.F.C. 
preferred stock in banks slowed up 
materially in the closing months of the 
past year. At the present time the retire- 
ments are rather below than above 
those called for in the contracts between 
the banks and the corporation. To- 
gether with only fair results of the 
campaign of supervisory authorities and 
many banks to increase capitalization, 
this slowing up has again raised the 
question of adequate capitalization, 
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Cash and due from banks 


State and Municipal Securities...... 
Other Bonds 

Loans and discounts....... 

Federal Reserve Bank stock. 

Bank building 

Furniture and equipment. 

Interest earned, not collected 


LIABIL 


Undivided profits and reserves....... 
Unearned 
Deposits 


United States Government Securities 


Current receivables and other assets 


which has been a special object of the 
supervisory activities of the Federal 
Deposit Insurance Corporation. It is 
especially notable that the decrease in 
retirement of preferred stock and a 
retarding of the movement for new 
stock has occurred since Federal laws 
ended double liability of stockholders in 
Reserve member banks and some states 
took similar action. The natural deduc- 
tion from the facts seems to be that 
double liability has had little to do with 
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RESOURCES 


$ 13,436,671.54 
7,320,641.23 
1,473,400.33 
540,564.27 
3,348,500.90 
60,000.00 
450,000.00 

1.00 

70,106.56 
58,061.27 

$ 26,757,947.10 


$ 1,000,000.00 
1,000,000.00 
549,959.40 
16,619.41 
24,191,368.29 

$ 26,757,947.10 
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70th ANNIVERSARY YEAR 


Member Federal Deposit Insurance Corporation 


Trends in Bank Capitalization 


the willingness or unwillingness of pri- 
vate investors to place their funds in 
bank equities. Other and more powerfy] 
influences have. controlled the matter. 

The disposition of the banks to slow 
up the retirement of preferred stock may 
be ascribed to several causes. Pressure of 
supervisory authorities on the banks to 
maintain adequate capital funds has 
been one factor. Increasing employment 
of funds in loans during a part of the 
period probably also entered into the 
matter. 

Increased reserve requirements of 
the Federal Reserve banks on member 
banks, which reduced the amount of 
funds available for credit, was probably 
the most important factor. In some 
cases reduced earnings were a con- 
sideration. Toward the latter part of the 
year increasing uncertainty with re- 
spect to the general business situation 
suggested the advisability of retaining 
as many resources as possible. Yet it 
must be noted that throughout the 
whole of the past year the total assets 
of the banks were declining and their 
capital-asset ratio was steadily 
creasing. 


in- 


CAPITAL-ASSET RATIOS 

A RECENT survey of the F.D.LC. 
discloses that approximately two-thirds 
of the deposits in the banks in this 
country are now in banks which have 
capital of less than 10 per cent of their 
assets, while over two-thirds of the 
large banks of the country have capital 
below the 10 per cent limit which the 
supervisory authorities consider the 
minimum of safety. Nevertheless the 
nominal capital-asset ratio in all banks 
in the United States, which was as high 
as 34.7 per cent in 1875, 30.6 per cent 
in 1880 and 20.6 per cent as late as 
1900, has hovered around 12 per cent 
since 1920. 

All these ratios, including the present, 
are higher than similar ratios in banks 
in most other great trading countries. 
Many American bankers feel that their 
present ratios are ample for safety and 
prefer not to increase their capitaliza- 
tion lest the rate of profit on their in- 
vestments fall proportionately. This 
latter contingency is not accepted as 
valid by most supervisory authorities, 
particularly the F.D.I.C. The chief 
reason for higher requirements in this 
country seems to lie in the nature of the 
assets held by the average American 
bank and the tendency of some banks 
toward speculative practices.—G. E. A. 
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Trends in Bank Earnings 


HE Federal Deposit Insurance Sys- 

tem has, for several months past, 
heen conducting an elaborate analysis 
of the earnings and expenses of non- 
member banks. The net result seems to 
be that there is not as yet sufficient data 
upon which broad principles of profit- 
able banking can be predicated. It is 
easy, of course, to classify banks in the 
matter of average profits according to 
their size, their geographical location, 
the size and nature of the communities 
they serve and similar considerations 


which bear upon standardized practices. | 


This has been done for several years 
both by the F.D.I.C. and the Reserve 
Board and is valuable so far as it goes. 


However, when the analysis is applied | 
to individual banks it is found that no | 
general rule can be applied on the basis | 


of data in hand and conclusions from 


the analyses so far made must be ac- | 


cepted with many reservations. 


WHO RECOVERED FIRST? 


AS pointed out in the F.D.I.C. analy- | 


sis, the small banks were dominated 
during the 1926-1930 period by com- 


paratively depressed conditions in agri- | 
culture, while the large banks were | 
dominated in a similar way by compara- | 


tive prosperity in industrial centers. 


The small banks in that period were | 


reaping the results of too many and too 
big loans made in the agricultural boom, 
while the large banks were enjoying the 
apparent prosperity attendant upon the 
great industrial and commercial expan- 
sion. 


Both classes of banks have suffered | 


from the results of the recent depres- 
sion, but it appears that the small banks 
in agricultural districts have been the 
first to recover. 

None of the analyses indicate any 


that geographic groupings enter into 
such calculations, the tendency of banks 
in the Central West, Southwest and 
Pacific Coast states to earn more on in- 
vested capital being a case in point. 
Analyses of losses on loans and in- 
vestments in the various types of banks 
are perhaps the most disappointing of 
all. It is known that national banks dur- 
ing the period from 1918 to 1936 lost 
about equally on loans and investments, 
approximately 1 per cent a year on each. 


There are no adequate returns as to the 
types of either loans or investments in 
which losses have been taken and there 
is therefore no rule by which the rates 
of interest on the several types of loans 
and investments may be fixed to cover 
the necessary risks. 

So far, indeed, the investigations and 
analyses of the Federal authorities have 
had the result, chiefly, of emphasizing 
the importance of good banking in all 
types and classes of banks. —G. E. A. 


New England Mutual 


scores another advance! 


TO ALL POLICYHOLDERS AND FRIENDS of New England 
Mutual, the new high record set by this Company in 
1937 will be a source of gratification and of general 


interest. 


In the year just closed the Company issued the 
largest amount of new insurance in its history, 
$156,642,000, while Insurance in Force of over 
$1,471,000,000 exceeds the total of a year ago by 


$78,000,000. 


The serious business disturbance that marked the latter 
months of 1937 presented no barrier to important in- 
surance commitments by the public. On the contrary, 


the demand for sound protection against the uncertain- 
ties of life, furnished by this Company and others of its 
tvpe, is proof that the American people recognize the 
importance of individual insurance programs. 


definite causal relation between the size | 


of a bank and the profitableness of in- 
vested capital. Figures covering na- 


tional banks show a tendency for net | 


earnings to average lower proportion- 
ately, when compared with capital ac- 


count, in the smaller banks, the ratio in | 
the smallest banks ranging around $5 | 
per $100 of capital account as compared | 
with $8 for the largest banks. But small | 


banks on the whole have a higher ratio 
of capital to assets and, naturally, with 


asimilar rate of earning on their assets, 


the ratio of earnings to capital is smaller. 


In general the ratio of capital to assets | 


New ENGLAND MuTvuAL 


LIFE 


is considered more important as measur- | 
ing profitableness than the size of the | 
banks. It is also considered probable | 
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INSURANCE COMPANY 
of BOSTON 


Oldest Chartered Life Insurance Company in America 
THE FIRST MUTUAL — 1835 
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F orums for Floormen 


| the first line as guardians of the fair 
names of banks and banking in gen- 
eral are the guards or floormen. 

One bank at least has enlarged its 
customer and public relations activity 
to emphasize the importance of these 
men as promoters of good will. 

The Cleveland Trust Company has 
embarked on a program of monthly 
meetings for the guards. 

At the first meeting, a geography of 
the main office of the bank was distrib- 


uted in mimeographed form so that visi- 
tors could be directed accurately to the 
various departments. The men were 
given a brief history of the bank with 
prideful emphasis on its relative posi- 
tion in the financial ranks of the city, 
state and nation. Several dramatic skits 
showed the right and wrong ways of 
handling people who come in contact 
with guards, and finally a question and 
answer period concluded the first meet- 
ing. A mimeographed list headed “ How 


CITIZENS 


NATIONAL TRUST & SAVINGS BANK 
of LOS ANGELES 


ORGANIZED 1890 


Member Federal Reserve System 
Member Federal Deposit Insurance Corporation 


Condensed Statement of Condition 
at close of business December 31, 1937 


RESOURCES 


Cash and Due from Banks . 


$29,231,768.70 


United States Obligations, Direct 


or Fully Guaranteed 


State, County, and Municipal Bonds ‘ ‘ 


Other Bonds . 
Loans and Discounts . 
Federal Reserve Bank Sink. 


Stock in Commercial Fireproof Building | Co. i 


Head Office Building . 


Bank Premises, Furniture and Fixtures, 2 and 
Safe Deposit Vaults (Including Branches) 


Other Real Estated Owned . 


Customers’ Liability under Letters ‘of Credit 


and Acceptances . ‘ 
Earned Interest Receivable 
Other Resources 


TOTAL. . . « « 


35,061,519.26 
3,826,977.21 
2,437 ,664.96 
50,475,465.73 
243,500.00 


383,825.00 


1,081,099.82 
1,888,937.48 


1,921,489.41 
319,707.59 
716,558.98 


$127,588,514.14 


LIABILITIES 


Capital Stock . . .. 
Surplus . . 


Undivided Profits 


$5,000,000.00 
3,116,000.00 


1,150,000.00 $9,266,000.00 


Reserves for Interest, Taxes, Dividends, 


Contingencies, Etc. 


Letters of Credit and Liability as 


Acceptor or Endorser on 


914,819.23 


Acceptances and Foreign Bills $3,030,579.07 


Less: Amount in Portfolio 
Other Liabilities 
Deposits . 


TOTAL. 


656,308.27 


2,374,270.80 


15,059.38 
115,018,364.73 


$127,588,514.14 


Head Office: Spring Street at Fifth, Los Angeles 
BRANCHES THROUGHOUT LOS ANGELES 


would you answer the following in- 
quiries?”’ was distributed. It included 
such customer requests and floorman 
answers as: 


Wants to transfer account from— 

(a) Main office to branch 

Ans. Go to branch where account is 
to be carried. 

(b) Branch to main office 

Ans. New accounts. 

(c) Dayton to here 

Ans. Collections. 

Wants to be put on mailing list for 
Business Bulletin. 

Ans. Have party write name and ad- 
dress on piece of paper and then 
send to Publicity Department 
with notation to put on mailing list 
for Business Bulletin. 

Wants certain information about an 
employee. 

Ans. Personnel Department. 

Wants information about the business, 
earnings, standings, etc., of Blank & 
Co. 

Ans. Credit Department. 

Wants credit information on firm in 
London. 

Ans. Foreign Department. 

Wants to see will that is now on file. 
Ans. Estates Department—2nd floor, 

Elevator B. 

Wants to report he does not get divi- 
dend check. 

Ans. Corporate Trust Department. 

Wants to stop payment on a check. 
Ans. Commercial Books Depart- 

ment. 

Wants to see about storing some silver- 
ware. 

Ans. Safe Deposit Department. 

Wants to see about transferring a lease 
on a store room. 

Ans. Rental Department. 

Wants to see about installing a display 
on outside corner at 9th and Euclid. 
Ans. Publicity Department. 

Wants to see copy of Poor’s Manual. 
Ans. Credit Department. 

Wants to see city plat book. 

Ans. Appraisal Department. 

Deputy from sheriff’s office wants to 
get service on an officer of the bank. 
Ans. Department of Counsel. 

Wants to see about getting loan for 
college tuition. 

Ans. Estates Department—2nd floor, 
Elevator B. 

Wants to get an endorsement guaran 
teed on a stock certificate. 

Ans. Securities Department. 

I. I. SPERLING 
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Never Too Late to Learn 


AREFUL study of a bank’s organ- 

ization with a view to finding the 
most likely candidates for promotion al- 
ways brings up the question of what 
each employee is doing to prepare him- 
self for greater responsibility. In most 
banks this preparation is confined to 
courses of study in the evening, usually 
at the American Institute of Banking 
and in some cases supplemented by 
courses at local colleges and schools. 
Those individuals who are earnestly 
seeking to better themselves invariably 
find their way to school. This is logical 
because the process of promotion is it- 
self one of development and growth, and 


formal schooling is an effective and | 


systematic method of development. 

There is a tendency on the part of 
most banks, especially those in the 
larger cities, to lean rather heavily on 
the A.I.B. One large eastern bank has 
gone further. It has arranged with the 
state department of education to have 
continuation schools which are taught by 
members of the personnel department. 
The bank’s office boys thus can com- 
plete their schooling and obtain their 
high school certificates along with their 
daily work. In this bank and in a few 
others, special classes are held for older 
employees. Another bank has a seminar 
in economic and credit problems, which 
is restricted to employees who are well 
advanced in education and training. 

Some bank personnel men think that 
a disproportionate amount of time is 
spent on formal instruction of subjects 
for which most employees have no early 
or direct use, and in line with the trends 
of modern education they are encourag- 
ing employees to spend their study time 
on subjects closely connected with their 
work, supplemented by other courses in 
general banking theory. 

It is probably wise to discourage em- 
ployees from taking specific courses for 
which they have no present or prospec- 
tive use. A boy of 17, for example, will 
probably derive more benefit from a 
course in debate or public speaking than 
from one in higher accounting. He will 
derive more benefit from the latter at a 
later age. 

An important consideration in educa- 
tion is control over expenditures for this 
purpose. Many banks obtain this con- 
trol by approving courses only after in- 
terviewing the employee and deter- 
mining that something is to be gained 
by his taking the course. In other banks, 
however, the matter is left entirely to 
the discretion of the employee, which 
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results in a considerable expenditure for 
a doubtful gain. 

Another method of expense control 
used by several banks is a policy of re- 
funding half the tuition cost for satis- 
factory completion of a course, and the 
other half only if the grade is above 90. 
In some banks, the need for special 
courses suited to their own requirements 
has been sufficient to press them to set 
up such courses. The State of Pennsyl- 
vania furnishes a valuable service of this 


DEPENDABL 


kind in the extension school of Pennsyl- 
vania State College. One of these 
courses is designed to enable supervisors 
to handle their people better. It in- 
cludes, among other things, a sub-course 
known as “Industrial Psychology.” In 
these days it seems desirable to give a 
good deal of attention to the problem of 
handling people. 
A very important element in a good 
plan of bank education is a library. 
N. Hay 


BANKERS 


ARE INTERESTED 


It is impossible to conceive of permanent Amer- 
ican prosperity without making agricultural 


success its foundation. 


That success can never be accomplished 


with outworn, outmoded machinery. Modern 


UNIVERSAL" 


farming, like modern business, demands mod- 


ern tools, and their absence means the ab- 
sence of just profits. . . . In line with the 
present-day spirit of cooperation, bankers 
in thousands of communities are lending 
a hand to deserving farmers by lending 
them adequate sums for the purchase of 
MM equipment. In one year a new 
Tractor, Harvestor, Thresher, Corn 
Sheller, Corn Huskor, Grain Drill, 
Planter, or Spreader frequently 
brings dividends beyond the in- 
vestment. 

As a result, farm income in- 
creases, business income in- 
creases, and everyone con- 
cerned enjoys bet- 
ter living. . . . See 
your local MM 

Dealer. 
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A TRIP TO 


Fi of all, reserve 
eel your room at the 
hotel best suited to your 


convenience and purpose 
when in Washington—the 
modern, downtown, Wil- 
lard, “The Residence of 
Presidents.” 


Now spending half a million 
making the Willard Hotel Wash- 
ington'’s newest in equipment 
and comfort. . . Write for FREE 
Book, ‘How to Spend a Day 
or a Week in Washington.” 


WILLARD HOTEL 


WASHINGTON, D. C. 
H. P. SOMERVILLE, Managing Director 


PROTECT O SEALS 


Use in place of wax to safeguard 
valuable mail. Save postage, time; 

rite for samples, prices 
ST. “LOUIS 


1905 Pine St. 


Federal Home 


OMBINED assets of the member 
thrift and home-financing institu- 
tions of the Federal Home Loan Bank 
System were $4,040,000,000 at the end 


|of 1937, compared with $3,362,024,000 
on December 31, 1936. Outstanding ad- 


vances stood at the record high of $188,- 
302,224 on December 4, a gain of 
$42,901,495 in the first 11 months of 
1937. 

Preston Delano, governor of the sys- 
tem, who announced the figures, re- 
ported a current total of 3,929 member 
institutions, an increase of 174 during 
last year. The membership comprised 
3,897 savings and loan associations, 24 
life insurance companies, and eight 
savings banks. 

“The combined borrowing capacity 
of all the member institutions,” said the 
announcement, “is now approximately 
$1,188,000,000, which reflects the extent 
to which they could go in financing the 
construction and purchase of homes. A 
member’s borrowing represents the 
amount of credit for which it can legally 
obligate itself or 50 per cent of its net 
assets, whichever is smaller. 

“Since the beginning of operations, 
the 12 Federal Home Loan banks have 


WW | advanced to their member institutions a 


total of $389,082,076, of which $200,- 
779,852 has been repaid. At present, 
about 70 per cent of the members are 
making use of this reserve credit. Mem- 
bers of the Chicago bank lead in this 
| respect, 82.6 per cent of them availing 


CONDENSED STATEMENT 


FIRST NATIONAL BANK 


IN ST. LOUIS 
At the Close of Business, December 31, 1937 


RESOURCES 
Loans and Discounts $ 73,024,086.83 
United States Government Securities 298,662.20 
Other Securities Guaranteed by U. S. Government 16,091,479.46 
Other Bonds and Stocks 10,566,910.68 
Stock in Federal Reserve Bank ,000.00 
Banking House, Improvements, Furniture and Fixtures 659,561.30 
Other Real Estate Owned 1,914,270.29 
Customers’ Liability a/c Letters of Credit, Acceptances, etc. 759,583.04 
Accrued Interest Receivable 508,945.19 
Overdrafts 10,685.67 
Other Resources 3,331.68 
Cash and Due ents Other Banks 78,398,791.30 
$243,635,307.64 
Capital—Common LIABILITIES $ 10,200,000.00 
Surplus and Profits 8,015,162.51 
Dividend Declared Payable January 3, 1938 0,000.00 
Reserve for Contingencies 500,000.00 
Reserve for Taxes, Interest, etc. 244,143.15 
Unearned Discount 143,045.81 
Liability a/c Letters of Credit, Acceptances, etc. 781,584.02 
Other Liabilities 10,170.19 
Individual Deposits $111,399,135.24 
Savings Deposits 32,665,121.99 
Bank Deposits 73,547,915.43 
Government Deposit 1,786,435.95 
City of St. Louis one Other Public Funds 4,102,593.35 
Total Deposits 223,501,201.96 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


$243,635,307.64 


Loan Business 


themselves of the opportunity to receive 
advances. 

“The present membership of the sys- 
tem comprises 65 per cent of the num- 
ber of eligible savings and loan associa- 
tions in the country. These have com- 
bined assets of more than 75 per cent of 
the assets of all savings and loan asso. 
ciations. The Federal Home Loan Bank 
of Little Rock, serving five southern 
states, reports the largest percentage of 
members of any bank district. Ninety- 
two per cent of the eligible institutions 
in its five states, which hold 97 per cent 
of the total assets of eligible i Institutions, 
are members of the system. 

“During the year the bank system 
offered in the public market three issues 
of combined debentures of the banks, 
totaling $77,700,000. Each was quickly 
oversubscribed many times. Previously 
the funds of the banks had come from 
capital stock subscriptions and the de- 
posits of members. The issuing of deben- 
tures, contemplated under the original 
Federal Home Loan Bank Act, was 
made necessary by increasing calls 
throughout the country for additional 
funds to finance small homes, both 
existing and to be constructed. 

“During the year, member institu- 
tions loaned approximately $596,000,- 
000 on one- to four-family urban homes, 
according to preliminary estimates 
made by officials of the bank system. 
This was an increase of $149,000,000, or 
33 per cent over 1936. They state this 
rate of gain exceeded that of commer- 
cial banks and all other types of fi- 
nancial institutions except insurance 
companies, which, having resumed ac- 
tivity in this field, showed an increase of 
nearly 40 per cent. The dollar total of 
home mortgage loans by members dur- 
ing the year equalled approximately 74 
per cent of those made by all commer- 
cial banks and non-member savings 
banks, insurance companies and savings 
and loan associations.” 

Since the system was established in 


1933, a total of 649 new associations 


have been granted Federal charters, 
while 675 others have changed from 
state to Federal supervision, said a 
resume of the system’s activities during 
1937. Members financed 126,000 homes 
last year, it is indicated, or 27 per cent 
of the aggregate financed by all 
institutions. 

Delaware and New Jersey are the 
only states without Federal associa- 
tions. Ohio leads with 101 associations. 
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Applied 


Experience 


RECENT issue of Think, published | 


by the International Business Ma- 
chines Corporation, contained articles 
by two prominent bankers, Tom K. 
Smith and Robert Strickland, stressing 
the importance to banking of research 
and education. 

Mr. Smith, president of the Boat- 
men’s National Bank, St. Louis, and 
past President of the American Bankers 
Association, wrote that research and 
education were constantly promoting 


better banking. The recent critical | 


period, he said, “not only made it 
necessary that we learn more about 
banking troubles and their causes, but 
also provided the opportunities for such 
investigations. 

“Along with our research,” con- 
tinued Mr. Smith, ““‘we have empha- 
sized education—that is, the processes 
by which the fruit of research or of in- 
vestigation can be placed at the disposal 
of all bankers and made practically 
useful to them. 

“Banking to a high degree depends 
upon the application of accumulated 
experience for its efficient conduct, upon 
the breadth of its understanding for its 
progressive development.” 


TRAINING IMPORTANT 


AFTER referring to the work of the 
American Institute of Banking and the 
Graduate School of Banking, Mr. Smith 
wrote: 

“The economic structure of the 
nation has been undergoing gradual 
but deep-seated changes for some years, 
and the process of change is by no means 
ended. The banking system has had to 
adapt itself to these changes, and the 
adaptation will have to continue. The 
standards of training and character 
and ability of the banker of the future 
will necessarily be constantly higher 
and higher, and the banking system has 
no greater responsibility than the 
training of executives who can meet 
these standards.” 

Mr. Strickland, who is president of 
the Trust Company of Georgia, Atlanta, 
and president of the Reserve City 
Bankers Association, pointed out that 
banking was America’s largest single 
business. The only comprehensive re- 
search project completed in banking, he 
said, was finished about 25 years ago, 
or approximately the time many in- 
dustrial firms were realizing the need 
for research. 
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The Gnaha National Bank 


OMAHA, NEBRASKA 


Statement of Condition 


as of December 31, 1937 


RESO 
Loans and Discounts : 
Overdrafts. . 
U. S. Government Obligations 
State and Municipal Bonds. . 
Other Bonds and Investments. . 
Banking House 
Furniture and Fixtures... . 


Customers Liability under Letters of Credit. 


Interest earned but not collected 
Other Assets. ... 


Cash on hand and due from Federal Reserve Bank 
and other Correspondent Banks 


TOTAL.. 


Common Stock... . 
Preferred Stock... .. 


Reserve for Contingencies... . 
Reserve for Taxes, Interest, etc. 
Customers Letters of Credit... 
Interest collected but not earned 


Member Federal 


LIABILITIES 


Deposit 


URCES 
7,891.81 
7,925,023.44 
4,301,740.08 
3,521,534.23 
899,000.00 
1.00 
11,250.00 
112,263.98 
21,379.95 


16,127,174.20 
$48,016,397.62 


.$ 1,500,000.00 
750,000.00 
1,000,000.00 
208,077.59 
211,823.80 
113,835.46 

‘ 11,250.00 
55,081.35 
44,166,329.42 


$48,016,397.62 


Insurance Corporation 


Personal Loan 
Insurance 


Increase your Personal Loan volume through 


our Personal Loan Life Insurance which 
operates without cost to the bank — and 
pays the note in the event of the borrower’s 
death. We have always specialized exclusively 
in providing Personal Loan Insurance for 
Banks. Complete information upon request. 


We Solicit Inquiries from Banks 


The Credit Lif 


HOME 


R. W. Hotiensecx 
President 


e Jusurance Co. 


OFFICE 


Springfield, Obio 


“This year,” he continued, “a quar- 
ter of a century after the National 
Monetary Commission finished its work, 
plans have been completed for the 
initiation of an impartial, scientific and 
comprehensive study of American bank- 
ing, credit and other financial problems.” 

Mr. Strickland then outlined the re- 


cently announced research program 
planned by the Association of Reserve 
City Bankers in conjunction with the 
National Bureau of Economic Research. 
This research project, he explained, 
would supplement rather than supplant 
the work of governmental agencies, 
bankers associations and others. 
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LBERT W. Atwoop (Some Matters of 
Importance, p. 19), well known quoted in many lands, some of which he 
contributor to national periodicals, has served as financial adviser. 

gives a layman’s view of the tre- 

mendous social importance of bank oo 

services. 


C. M. HarceEr (One Taste of Benefit 
* * * Checks, p. 22) is a director of the Abi- 
lene National Bank, Abilene, Kansas. 


EpwIn W. KEMMERER (Inflation and 
the Banks, p. 20), Walker Professor of 
International Finance at Princeton W. B. Staton (A Country Doctor of 


STATEMENT OF CONDITION 


Mercantile-Commerce 
Bank and Trust Company 


Locust ~ Eighth ~ St. Charles 
St.Louis 


DECEMBER 31,1937 


THE RESOURCES 


Cash and Due from Banks ...... $48,386,734.55 
U. S. Government Obligations, 
direct and guaranteed— 


(Pledged). .. .$ 7,971,091.07 
(Unpledged) . 46,897,280.31  54,868,371.38 $103.255,105.93 
Other Bonds and Securities— 


(Pledged). . .. None 
(Unpledged) . . $22,164,611.45 $22,164,611.45 
Demnad Tones’... . 8,595,196.03 
Stock in Mercantile-Commerce Company . 6,500,000.00 


(As authorized by the Banking Act of 1933, the ‘Mercantile. 
Commerce Company is a wholly-owned subsidiary of this 
Bank, with no Liabilities. Its Assets consist entirely of U. 
S. Government Obligations, carried at bar.) 


Stock in Federal Reserve Bank in St. Louis ..... 384,000.00 
Real Estate (Company's Building)........... 2,400,000.00 
Other Real Estate (Former Bank of Commerce Bldgs.) 1,500,000.00 

Customers’ Liability on Acceptances and Letters 
$170,413,559.66 


THE LIABILITIES 


Undivided Profits .......... $2,567,746. 36 
Reserve for Dividends Declared 300,000.00 2,867,746.36 
Reserve for Interest, Taxes, etc... 583,000.00 
Bank’s Liability Account Acceptances and Letters 


Deposits, Secured: Public Funds . $ 9,476,754.80 
Other Deposits, Demand ... . 110,942,174.35 
Other Deposits, Time ....... 32,460,561.72 152,879,490.87 


$170,413,559.66 


All Securities pledged are to the U. S. Government or its Agents, State of 
Missouri and the City of St. Louis, to secure deposit and fiduciary obligations. 


This Month’s Authors 


University, is an authority known and Finance, 
National Bank, Tahoka, Texas. 


p. 23) is cashier of the First 


* * * 


A. PATTERSON FirtH (The Banking 


Field’s Wide Range, p. 24), Philadelphia 
advertising man, further discusses the 
British Institute of Bankers. 


* * * 


Russett G. (Investments 
Should Fit Deposits, p. 26), vice-presi- 
dent and cashier, Bank of America, 
N. T. & S. A., San Francisco, holds the 
presidency of the National Bank Divi- 
sion, American Bankers Association. 


* * * 


CornELIus J. Donovan (Teamwork 
with the Trust Officer, p. 28) is trust 
officer of the Public National Bank and 
Trust Company, New York City. 


* 


* 


* 


GEoRGE E. ANDERSON (How to See a 
Little Ahead, p. 29) gives a Washington 
commentator’s view of current happen- 
ings. 

* * * 


THEODORE S. Capy (Bad Debts and 
Income Taxes, p. 30), has been a bank 
examiner in Missouri and Federal tax 
adviser for bankers associations in 
Missouri and Kansas. At present he is 
secretary of the Union National Bank, 
Kansas City, Missouri. 


* * * 


Frank W. Stmmonps (Interest Rate 
Survey, p. 32), Senior Deputy Manager, 
American Bankers Association, serves 
as secretary of the Bank Management 
Commission and the State Bank Divi- 


sion. 
* 


Duniap C. Crark (I Have Been 
Asked to Speak, p. 64) is president of 
the American National Bank, Kala- 
mazoo, Michigan, and chairman of the 
Public Relations Committee, Michigan 
Bankers Association. 


* * * 


Henry A. Tuers (The Whole Bank 
Sells Trust Service, p. 76) is a vice- 
president of the Guaranty Trust Com- 
pany of New York and chairman of the 
Committee on Costs and Charges, Trust 
Division, American Bankers Associa- 
tion. 
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A Nationwide Service Time Saving Depository 
6 Million Families Some Practical Ideas 
Inflation and the Banks I Have Been Asked to Speak 
One Taste of Benefit Checks A.1.B. Speakers 
A Country Doctor of Finance Social Security Finances 
The Banking Field’s Wide Range Finders As Keepers 
Investments Should Fit Deposits - The Whole Bank Sells Trust Service 
Teamwork with the Trust Officer Don’t Invite Banditry 
How to See a Little Ahead Bank Work in Black and White 
Bad Debts and Income Taxes A Public Opinion Laboratory 


Rete Survey All (Pj Information Exchanges 
The Month (Pictures) 


A Bank Napoleon Founded (Pictures) Trends in Bank Earnings 
The Men Who Are Reserve Governors (Pictures) Forums for Floormen 
Salesmanship in Small Packages (Pictures) Never Too Late to Learn 
Newspaper (Des Moines Conference) Federal Home Loan Business 
All About Trust Matters Applied Experience 


BANKING’S Advertisers, February 1938 


Allen Wales Adding Machine Corp Investors Syndicate 
American Credit Indemnity Co Johnson Fare Box Co 
American Motorists Insurance Co C. F. Kappes 
American Mutual Liability Insurance Co George LaMonte & Son.... Facing page 64 
American Surety Co Lamson Company, Inc 63 
Anthracite Industries, Inc Lawrence Warehouse Co 
Atlantic Mutual Insurance Co Liberty Mutual Insurance Co 
Bank of America N. T. & S.A Live Stock National Bank 
Burroughs Adding Machine Co Manufacturers Trust Co 
Canadian Pacific Express Co Marine Trust Co. of Buffalo 
Carrier Corp Maryland Casualty Co 
Chase National Bank George S. May Co 
Citizens National Trust & Savings Bank Mercantile-Commerce Bank and Trust Co 
Cleveland Trust Co Minneapolis-Moline Power Implement Co............ 
Moody’s Investors Service 
National Bank of Detroit 
National Board of Fire Underwriters...............-. 
National Cash Register Co 
National City Bank of Cleveland 
National City Bank of New York 
: ; New England Mutual Life Insurance Co 

Northwestern National Life Insurance Co 
Fidelity-Philadelphia Trust Co Omaha National Bank 
Financial Program Foundations 
First National Bank of Chicago 

First National Bank in St. Louis 
First National Bank of Memphis Procter & Gamble 
Fulton National Bank R. G. Rankin & Co 
General Electric Company Recordak Corp 
General Motors Acceptance Corp Remington Rand, Inc 
Gilbert Paper Company R. J. Reynolds Tobacco Co 
Guaranty Trust Co 6 St. Louis Sticker Co 
Halsey, Stuart & Co., Inc Standard Accident Insurance Co.................--. 
Harris Trust and Savings Bank James Talcott, Inc 
Hammermill Paper Co The Todd Co., Inc 
Hotel Roosevelt, New York City Willard Hotel, Washington, D. C 
International Business Machines Corp... Worthington Pump and Machinery Corp............. 


February 1938 


De Luxe Check Printers, Inc 
Douglas-Guardian Warehouse Corp 
Employers Mutuals 


54 
54 
56 
59 
60 
62 
64 
| 68 
70 
72 
82 
. 86 
87 
e 88 
t 
d 
n 
d 
k 
xX 
n 
is 
te 
T, 
es 
t 
n 
of 
a- 
e 
k 
he 
st 
1 
G 95 


Some facts worth knowing 


about the 


HE Fidelity Investment Association 

was organized in 1911 with resources 
of $62,000.00. . . . Its present resources 
are in excess of $34,000,000.00. 

It has never merged with nor purchased 
any other company. Its growth is a result 
solely of its own efforts. 

The Fidelity Income Plan gives men 
and women in all circumstances the oppor- 
tunity to acquire cash reserves through 
the exercise of thrift. 


Among the many thousands who are 


Established over 26 years 


FIDELITY INCOME PLAN 


participating are leading industrialists, 
bankers and professional men located in 
every State and in fifteen foreign countries. 

The Association is conservatively di- 
rected and managed by outstanding busi- 
ness men and keeps on deposit at all times 
with the State Treasurer of West Virginia, 
or other state depositories, approved secur- 
ities equaling the total cash obligation to 
all contract-owners. 

A bank credit file and information about 


the plan will be furnished on request. 


Assets over $34,000,000.00 


FIDELITY INVESTMENT ASSOCIATION 
Wheeling, West Virginia 


JoHN MarsHatt . . . Washington, D. C. 
Chairman of the Board . . . Lawyer 


Former Assistant Attorney General of the United States 


Offices in principal cities . 


Carmi A. THompson .. . Cleveland, Ohio 


President 


Director, Central National Bank, Cleveland, Ohio 
Director, Ohio State Life Insurance Company 
Chairman of Board, International-Stacey Corp. 
Chairman of Board, Midland Steamship Co. 
Former Treasurer of the United States 


. . Affiliate: Fidel Association of New York, Inc. 
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you BANK CHECKS os wih 
ARROWHEAD SA FETY. The straight line pattern is the common preference 


of the day. It is part of a reactionary evolution directed towards simplicity, efficiency and 


readability. Next to the plain surface of Gilbert Safety the simple horizontal pattern appear- 
ing upon Arrowhead Safety is most conducive to legibility in bank checks. 

No matter how long a check book is carried by a depositor the creased blanks retain their smooth 
lintless surface and protective qualities perfectly. 

When modernizing your bank choose ARROWHEAD SAFETY for the 

depositors check books and other negotiable papers and important records. 


Your printer or lithographer will gladly proof your next orders on this stream- 


lined safety paper. A RROWHEAD SAFETY. ae 


GILBERT PAPER COMPANY. MENASHA, WIS. 
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Too Much Arguing 


Taomas J. WATSON, President of the International Cham- 
ber of Commerce and of International Business Machines 
Corporation, before the WortD TRADE CONFERENCE. 


CONOMIC strife between nations causes business depres- 
sions and leads to more serious trouble. And economic 
strife within a nation is bound to interfere with the pros- 
ity or even normal progress of that nation. If continued, 

it is likely to have more far-reaching consequences. 

Applying that to our own country, the economic strife 
between business and government is retarding the general 
prosperity of our nation, as well as the spiritual, cultural and 
otherwise normal and proper development of our people. 

If I were asked to place the blame for this condition, I 
would divide it equally between government and the busi- 
ness and financial people. I believe that both sides are doing 
too much arguing and not enough discussing. In an argu- 
ment, both sides try to prove they are right; in a discussion, 
both sides search for the correct answer. 

I am willing to admit that there are many faults on the 
side of business but I am not willing to admit that all busi- 
ness people are at fault. From my personal knowledge, based 
on contact with business and financial people for the past 


thirty years, my honest judgment is that there is only a 
small percentage who are not endeavoring to run their busi- 
nesses honestly and to the best of their ability. 

From my personal contacts with our Government officials, 
House of Representatives and Senate, I know they are sin- 
cere in their desires and in their efforts to improve the condi- 
tions of all our people. Those who are engaged in industry 
should cooperate with the Government in its efforts to im- 
prove standards of living and to bring benefits to the whole 
of our people, regardless of the station they occupy. I believe 
our Government can bring this about by immediate coopera- 
tive action, particularly with those industrial and financial 
groups who are making, and have made, an honest effort to 
maintain high wages, short working hours, and improved 
standards of living. 

The majority of our industrial and financial leaders have 
made this effort, which is proven by the fact that wages have 
increased and hours have been shortened progressively 
since the beginning of our industrial era. 

I believe that if both sides of this controversy will get to- 
gether without delay and agree upon a program that will be 
fair to business, labor and government, our country will soon 
be enjoying a sound and lasting prosperity. 


Recovery’s Basis 


Watter S. McLucas, as President, National Bank of 
Detroit, before the STOCKHOLDERS’ ANNUAL MEETING. 


S a banker I am constrained to make a few comments 
regarding the character of the expansion of bank credit 
during the period of business recovery from 1933 to 1937. 
Most of this expansion has been based upon Government 
spending of bank credit created by the purchase of Govern- 
ment bonds by the banks of the country, rather than out of 
real savings, so that today bank credit is more largely de- 
pendent upon Government securities than at any previous 
time. The soundness of the credits thus created depends upon 
the taxing power of the Federal Government, which in turn 
rests upon the productivity of the nation; therefore, to the 
extent that the expansion of the Federal debt is accompanied 
by a greater expansion of productive wealth, this credit is 
sound. 

While I do not want to minimize the social necessity or 
the wisdom of deficit financing as far as direct relief and 
acertain amount of work relief are concerned, it also follows 
that debt created to finance Federal expenditures for 
economically non-productive purposes, which do not add to 
the country’s wealth-producing capacity, constitutes a 
burden upon the whole nation. If, therefore, the expansion 
of public expenditures continues to outrun the expansion of 
the nation’s productivity, which is dependent upon research 
and the development by individual initiative of more efficient 
machinery and new industries, a point may be reached 
where the country is no longer able to support the increasing 
tax burden. 


In its consideration of these problems the Administration 
February 1938 


has again recently expressed its desire to encourage business 
in order that the budget may be balanced and the national 
debt reduced. One step in this direction would be the adjust- 
ment of certain defects in our tax structure in such a way as 
to relieve some of the retarding influences on the flow of 
private funds into industry. It is encouraging to observe at 
this time the attitude of Congress and the Administration 
toward the undistributed profits tax and I am hopeful 
that its elimination or modification will soon come about. 

In discussing these subjects, which are of the utmost 
importance to us all, it seems appropriate that mention be 
made of the agricultural situation. Farm income in 1937 
reached the highest point since 1929. The relatively better 
level of farm income should be a sustaining force in certain 
types of business next year. Our farming population, which 
accounts for about 25 per cent of the total, cannot prosper 
indefinitely, however, if the rest of the country is not pros- 
pering. The well-being of the farmer is more intimately tied 
up with industry than many people recognize, and progress 
toward the working out of our industrial future must go 
hand in hand with a permanently improved situation as 
far as agriculture is concerned. 

Another matter that must have careful attention before 
a basis for continued recovery can be fully established is 
that of the relationship between labor and industry. The 
year 1937 marked more labor disputes involving more 
workers than any year, at least since 1919. The fact that 
the automobile industry, in which wages are among the 
highest of all industries, could be a focal point of labor 
disputes and sit-down strikes, is a clear indication that the 
issues are broader than the question of wage rates. 
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The fundamental issue seems to be the question of the 
rights and powers of labor unions. This issue is the basis 
of most of the direct conflicts, such as the structure of union 
organization, and the rights of one group as compared with 
another; the question of the control of the rate of production 
by the unions, and all of the collateral issues involved. 
Progress toward the clarification of this general question is 
important if business confidence is to be re-established and if 
our economic recovery is soon to be resumed. 

In approaching this problem it is vitally important for all 
parties to keep before them the fact that the public is directly 
concerned with the whole question of labor relations. While 
personal liberties must be guaranteed, labor groups, like all 
other large groups, must not conflict with the public interest. 
The right to organize involves an obligation of responsibility, 
the fulfillment of which is of the greatest public importance, 
just as the exercise of the rights enjoyed by business concerns 
is conditioned upon the premise that they must not interfere 
with public policy. If both labor and industry will set up this 
principle as one to be scrupulously followed, it would seem 
that their difficulties could be more easily resolved. 

The desire recently expressed by the Administration to 
encourage business and, as a part of that program,to improve 


It Needn’t Be a Long Recession 


_ reasons for the cessation of the recovery 

movement are not altogether clear, but it appears 
to me that the current recession need not be a 
prolonged one. 

For the most part the increasing rate of business 
activity which we enjoyed until the middle of last 
year was concentrated in the consumers’ goods in- 
dustries and in the automobile industry, while the 
durable goods industries had not gained much mo- 
mentum. It is primarily for this reason that I believe 
the recovery movement has not been climaxed.— Mr. 
McLucas. 


our tax structure, should tend to re-establish business con- 
fidence. If a better understanding can be reached between 
labor and industry, one of the serious remaining difficulties 


standing in the way of normal business recovery will be 
removed. 


If There Were 100,000 Babe Ruths 


NeErt CaroTHERS, Dean, College of Business Administra- 


tion, Lehigh University, in a nationwide broadcast sponsored 
by banks. 


HAT explains the extraordinary differences in wages? 
Why will a movie actor get $200 a day, a carpenter $10, 
a shop-girl $3? We run into some pretty stiff economics here, 
but it is necessary if you want to understand our wages 
problem. Here goes. Consider our working population as a 
vast pyramid, marked off in parallel layers. There is a tiny 
layer at the top. There you will find a group of exceptional 
individuals, with very high earnings, a bridge-builder, or 
Will Rogers. A larger layer beneath contains a group of 
highly skilled persons, a surgeon or a public accountant. The 
next layer is much larger. There you find skilled mechanics 
and trained business workers, a locomotive engineer or an 
expert salesman. At the base of the pyramid is a huge layer. 
In it are the millions of untrained and unskilled, the cotton- 
picker and the dish-washer. 
In that pyramid you find the explanation of wage varia- 
tions. Society can pay only so much for any given type of 
work, coal mining or farm work or shoe shines. The number 


of qualified workers in those different layers in the pyramid 
is pretty well fixed. Wages are set by society’s demand for 
the workers in the different layers. A carpenter will get $1.40 
an hour, a common laborer 45 or 50 cents. Babe Ruth got 
$75,000 a year. If there were a hundred thousand Babe 
Ruths, ball players could be hired for less than a hundred a 
month. 

The wages of any group of workers are paid ultimately by 
the production of other workers, the production of one group 
exchanging for the production of other groups. That is why 
artificial measures to raise wages or to beat down wages are 
equally bad. If wages are forced up unnaturally in any line, 
it reduces employment and total wages in that line. And it 
lowers the wages of all other workers by forcing them to pay 
unnatural prices for products. 

Every decent citizen wants to see higher wages in America. 
But employers do not set wages. Workers do not set wages. 
Governments do not set wages. There are two roads to higher 
wages. One is to increase national production. The other is to 
reduce the numbers in the bottom layer of that pyramid. I 
wish that everyman in America could see this simple eco- 
nomic truth. 


Change 


Mex in high places, wielding great power, are constantly making proposals that would 
change the principle upon which our American economic system is built. Let us hope that 
they are not intentionally trying to destroy the foundation on which our country stands.— 
Cuar_es R. Hook, President, American Rolling Mill Company. 


Variants 


cA these schemes of redistributing income represent at bottom merely modern variants 
of the age-old game of stealing what someone else has produced, of getting an advantage for 
your group at the expense of some other group. The method of science is, instead of this, to 
create more income.—ROBERT A. MILLIKAN, President, California Institute of Technology. 
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Government Umpiring 


JessE H. Jones, Chairman, Reconstruction Finance 
Corporation, before the New York SOUTHERN SOCIETY. 


[Xs my opinion, the key to the situation confronting us 
today is intelligent, cordial, friendly, determined coopera- 
tion between government and business—government and all 
the people. It cannot be sectional; it cannot be class; it can- 
not be political. It cannot be achieved if we let ourselves 
believe that our Government is our enemy. Government 
must be the friend of business, but business must learn, and 
is rapidly learning, that government is the umpire—the sen- 
jor partner—and that it is the Government’s responsibility 
to see to it that business plays the game squarely and does 
not charge too much for its service. The Government must 
be fair, of course, as fair as a father to a family of children. 

Too many of us feel that government supervision is gov- 
ernment interference, and in the administration of our laws 
it sometimes appears that way. Every national administra- 
tion must take the blame or the credit for its bureaus and 
bureau heads. Congress passes the laws but the bureaus 
administer them, and from my observation the interpreta- 
tion and administration of the law is of equal if not greater 
importance, than the law itself. 

Most business people are willing to cooperate with gov- 
ernment and to assume the full share of responsibility and 
tax burden, that should properly go to business, but the 


taxes must be levied so as not to stifle business, and the 
regulation must be fair. Our trouble probably is that govern- 
ment and business do not often enough sit around the same 
conference table. I know that committees are formed from 
time to time and conferences had, and I know that they have 
not produced satisfactory results, either to business or to 
government. 

Maybe these efforts would be more effective if we dealt 
direct with the President and with Congress. We elect these 
men to run our government, and what we have to say about 
them and the Government should be said to them. There is 
not a man in Congress, either branch of it, who does not 
welcome suggestions from unselfish, patriotic constituents. 
One trouble is that many of us demand of our representatives 
some special treatment or favor. 

All of these working together with government, or sub- 
stantially all, can successfully cope with any situation. 
Pulling in different directions will wreck the ship. No class 
should be allowed to advance at the expense of any other 
class, no group at the expense of any other group. 

Strikes should never be necessary for labor to get fair 
treatment. Public opinion will support labor in all fair de- 
mands and will not support industry that is unfair to labor. 
The reverse is equally true. 

One thing is certain: we all either go up together or we go 
down together. I prefer to believe it will be up. 


The State of the Capital Market 


Winturop W. Atpricu, Chairman of the Board, Chase 
National Bank, New York, before the STOCKHOLDERS’ 
ANNUAL MEETING. 


_ hundred years intervening between the battle of 
Waterloo and the battle of the Marne witnessed a very 
rapid increase in the material welfare of the peoples of 
Western Europe and of the United States. The improvement 
taking place in living standards at a time when populations 
were increasing rapidly was one of the most dramatic epi- 
sodes in the history of mankind. It seemed that the fear 
conjured up by Malthus, of population increasing faster 
than means of subsistence, had been effectively dispelled. 

The increasing capital equipment of the machine age, 
embodying the latest in technological innovations, repre- 
sented a productive use of the savings of the people. Larger 
national incomes were generated, which led to increased 
savings and they in turn gave a further stimulus to capital 
formation. The transmutation of the savings fund into 
productive uses was facilitated by freely-functioning capital 
markets. Governmental policies were not such as to prevent 
private initiative or business activity. Taxes were not so 
high that they proved confiscatory. Savings were not forced 
to find a refuge in tax-exempt securities. There was an 
abundance of capital which stood ready to assume the risks 
of financing those industrial innovations which contributed 
So greatly to material progress. 

It is an economic truism that increases in savings in rela- 
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tion to population, and an economically productive use of 
the savings fund, will result in higher living standards. This 
is the principal way by which the stream of consumers’ goods 
(of a durable and non-durable character) is increased. If a 
retardation occurs in the growth of the savings fund, if the 
savings fund is used non-productively, if the volume of capi- 
tal willing to assume risk is greatly reduced, if capital equip- 
ment is not maintained, a deterioration in living standards 
can be expected. 

These generalizations have great pertinence to the present 
situation, which is radically different from that prevailing 
through the past century. Not only is the savings fund being 
used non-productively, but increases in savings are being 
discouraged. The savings that take place are by one means 
or another diverted to meeting the expenditures of govern- 
mental authorities, which all too frequently are of a sterile 
character. 

If this continues, the dire prediction of Malthus may come 
to pass, not by reason of population increases but as an after- 
math of capital depletion. 

Exceedingly low interest rates discourage saving and re- 
duce that important flow of capital which comes from in- 
dividual thrift. 

Taxation for debt retirement is a source of capital, as it 
returns capital to investors in Government securities who, 
in general, reinvest in productive enterprises. But, for the 
past few years, and even currently, this source of capital has 
ceased, on balance, and governmental bodies, instead, have 
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been absorbing the capital of the country through increasing 
the public debt instead of retiring it. 

Taxation, moreover, at extremely high rates, has operated 
to dissipate the capital of the community. Income taxes in 
the upper brackets are so high that savings on the part of 
men of substantial means have been radically reduced. Such 
men have, indeed, in many cases, been obliged to sell securi- 
ties or to borrow money in order to pay the taxes. 

We have sought to offset the reduced volume of funds 
available from investors and the reduced corporate savings 
and the drains on the capital market made by Government 
borrowing, by an immense expansion of bank credit, fostered 
by cheap money policies. We have sought, in other words, to 
substitute bank credit for real capital. Used with moderation, 
bank credit can supplement investors’ savings, corporate 
thrift, and governmental debt retirement as a source of capi- 
tal. But it is to be observed that this form of the growth of 
capital means inevitably a corresponding growth of debt. 
Credit is debt. 

When, moreover, bank credit is used as a substitute for in- 
vestors’ funds in long-term employment, the liquidity of the 
banking system is reduced, and, if the policy is pushed far, 
the safety of the banking system is impaired. Bank assets 
should be liquid, and bank money should be primarily em- 
ployed in financing the current flow of industry and trade and 
facilitating the transactions of the intermediaries who make 
the connections between investors and business enterprises in 
the capital market. Bank credit should be a flowing stream 
and not a stagnant marsh. Superabundant bank credit at low 
rates of interest should not be allowed to create the illusion of 
unlimited capital. It was precisely this illusion in the post- 
war period, and especially the period 1924 to early 1928, that 
was responsible for the major errors which culminated in the 
collapse of 1929. 

Investors and business enterprises needing capital do not 
come together automatically. There has grown up an elabo- 
rate financial machinery, involving corporate organization, 
various types of corporation securities, investment bankers, 
and the stock market, which performs this function. 


W. Burcess, Vice-president, Federal Reserve 
Bank of New York, before the AMERICAN STATISTICAL and 
AMERICAN Economic ASSOCIATIONS, as President of the 
former. 


a bank of issue has two problems: one is knowing what 
to do; and the other is getting away with it. 

The old semi-automatic gold standard had one great ad- 
vantage not often mentioned: its decisions were accepted as 
necessities. When the bank rate was raised because of a 
decline in the gold reserves, the decision was not arbitrary; 
it might not be liked but it came in the same general class as 
the rain or the snow from heaven. It was in effect an Act of 
God. Not only so, but the position of the gold reserve has 
frequently been a persuasive argument for the balancing of 
the national budget or other legislation needed at critical 
times. The decisions of the central bank on broad economic 
grounds have no such persuasive force. 
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The Path of Least Resistance 


Deeply shocked by the financial follies, abuses and trage- 
dies of the 1929 period, the Government properly undertook 
reform legislation in the Securities Act of 1933 and the Se. 
curities Exchange Act of 1934. Investors were to have full 
information. Those issuing securities were to be made respon- 
sible for giving them full information. Suppression of mate. 
rial facts and misstatements of material facts were to be 
prohibited and heavily penalized. The policy was right, but 
the legislation regarding new security issues was unduly 
drastic, even as interpreted and applied under the fair and 
intelligent rulings of the Securities and Exchange Commis. 
sion. It needs legislative reconsideration in certain particu. 
lars. 

Since 1933 the volume of new issues, and especially of 
stocks, has been a fraction of what it ought to be, and, in- 
deed, of what it was in our last normal financial year, 1923, 
or 14 years ago. 

There was real improvement in this matter in 1936 and the 
first half of 1937, but, even so, the figure remained much too 
low. One of the most startling developments of the year 1937 
was the discovery of the extent to which our stock market 
had become so thin that it could absorb a moderate volume 
of selling only with drastic declines in prices. The adequate 
rectification of this condition of the stock market remains 
one of the most urgent needs of the capital market of the 
United States. 

The industries concerned with producing goods for im- 
mediate consumption have had a great deal of activity since 
the revival began in 1933. The industries producing capital 
goods and equipment have lagged far behind. Unemploy- 
ment has been heavy in the capital goods industries at times 
when employment was very good in the industries producing 
consumers’ goods. Not only have our enterprises not ex- 
panded as they should, but they have not, to anything like 
an adequate degree, made good the obsolescence of the great 
depression. 

A prompt and adequate modification of Government pol- 
icy regarding the capital market would make a major con- 
tribution to business revival. 


I am reminded at this point of Henley’s poem, a part of 
which reads: 


“Tn the fell clutch of circumstance 
I have not winced nor cried aloud; 
Beneath the bludgeonings of chance, 
My head is bloody but unbowed.” 


Do you suppose the brave stoicism of this poem is fairly 
representative of the reaction of human beings who may 
feel, justly or unjustly, that they have been injured by some 
act of the central bank which might be regarded as arbitrary 
in character? Would it be possible for them to say 


“Tn the fell clutch of the central bank 
I have not winced nor cried aloud; 
Beneath the bludgeonings of money management 
My head is bloody but unbowed.” 


The embattled farmer partly answered this question in 
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1920. After the so-called deflation policy of the System in 
1920, even though made necessary by declining gold re- 
serves, the political pressure from agriculture was severe. In 
1929 the memory of the 1920 political reaction was still vivid 
and probably accounted for some of the reluctance to take 
vigorous discount rate action. When action was taken its 
effectiveness was lessened by the huge gold reserve in the 
background. High rates were regarded as arbitrary and ar- 
tificial. Today low rates lose something in effectiveness for 
the same reason. But the real test comes when the central 
bank undertakes to tighten money,—“ arbitrarily.” 

As long as the bank of issue was charged simply with the 
duty of protecting the country’s gold reserve and so was pre- 
sumed to be operating in a technical and limited field, it 
could claim some measure of protection from political pres- 
sure. But once the philosophy of monetary management is 
adopted, and policy decisions become as broad as the general 
welfare, freedom from political interference becomes a con- 
stant battle. The experience of managed currency systems is 
limited, but no such system has yet demonstrated its power 
to win that battle. 

By the force of circumstance and the force of the stream of 
economic opinion this country has accepted a large measure 
of monetary management. As students we have responsibil- 
ity for developing information and understanding on the 
basis of which wise decisions may be made. We have also the 
responsibility of interpreting the functions of the central 
bank to the people of the country, so that they will preserve 
its freedom of action. If these tasks are beyond our fulfill- 
ment we should be the first to recommend the abandonment 
of the general plan and the return to some more automatic 
system. 

In his essay on the Moral Equivalent of War, William 


Controlling Credit 


REDIT control has two aspects, a long-term and 
a short-term; and one of the hardest problems of 
all is to determine the relative weights to attach to 
each aspect. Apply the question today. The long- 
range problem appears to be the avoidance of infla- 
tion. The short-term is to get out of depression. How 
much is it safe to run risks on the first problem in 
order to deal with the second? We now have one 
billion dollars of excess reserves. Is that enough to 
give the proper encouragement to reflation? Is it so 
much that the underlying inflationary tendencies are 
unduly encouraged? Is such long continued cheap 
money sowing the seeds of disequilibrium? The Re- 
serve System would, I am sure, be glad to have our 
suggestions on this point; now rather than five or ten 
years hence.—Dr. BuRGEssS. 


James points out that “war has been the force that can disci- 
pline a whole community.” If there were no war the problem 
would be to find other means by which we might “subject 
ourselves collectively to severities.” The gold standard was a 
mechanism in the financial field by which we might “subject 
ourselves collectively to severities.” Can we and will we do 
this without the pressure of a limited gold reserve? It is al- 
ways easy to rationalize the path of least resistance, of in- 
definite monetary expansion. This way of financial life has 
many persuasive apostles. Political pressure is always in this 
direction. The only salvation from this danger lies in an 
informed public opinion, and the source of such an opinion 
must be our two professions. 


Turning Point 


LioneEt D. Ente, President, Lionel D. Edie and Company, 
before the AMERICAN STATISTICAL ASSOCIATION. 


| SHOULD be greatly surprised if during 1938 we do not see 

a very important turn in the business situation. My guess 
is it will come some time in the first half of the year. We have 
packed a tremendous amount of readjustment into the past 
few months. The very fact that the decline has been so 
abrupt and so violent means that we have already expedited 
much of the necessary readjustment. 

The business recovery may be as speedy as was the de- 


cline. It is unwise and unsound to join the chorus of the ex- 
treme pessimists. We should rather strike the keynote of the 
constructive possibilities that lie ahead for us in 1938. 

It will be a good year to build a house cheaper than you 
will be able to build it again for several years to come. It will 
be marked by lower prices in steel, automobiles, building 
materials and farm implements—durable consumer goods 
and construction materials—and higher prices in raw ma- 
terials, thus producing a restoration of balance between the 
two groups. Labor costs will be brought down through an 
increase in productivity. 


Time for Positive Action 


O. M. W. Spracue, Professor of Banking and Finance, 
Harvard University, before the AMERICAN Economic Asso- 
CIATION as its President. 


id may be noted that the attitude of the Government has 
now become more favorable to an increase in the volume of 
production through a reduction in costs and prices where it 
seems reasonable to anticipate that an increased demand 
would thereby be stimulated. In these circumstances, then, 
it seems that the time is ripe for positive action by those 
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concerned with the conduct of the capital goods industries. 
Following the adoption of a concerted policy directed to- 
ward bringing about an increase in volume, the industries 
concerned would be in a far better position than now to in- 
sist upon an increase in efficiency and perhaps also a reduc- 
tion in some existing wage scales; but certainly nothing in 
this direction can reasonably be expected so long as the 
policy of the various industries is precisely that of the less 
intelligent labor leaders—that of making adjustments to 
demand almost exclusively through reduced output. 
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They Met the Test 


A. Irwiy, Assistant Educational Di- 
rector, American Institute of Banking, before a 
Trust Conference sponsored by the NEw York 
STATE BANKERS ASSOCIATION. 


HE best test of either an individual or an insti- 

tution is to be found by looking at the “record.” 
We have heard much in recent years of the sins of 
omission and the sins of commission of financial 
institutions. Some of the criticism was deserved. 
Much of it was and still is unfair and undeserved, 
because the whole world was caught by the economic 
cyclone of 1929, and neither an individual, an insti- 


tution, nor a group of institutions could control that 
cyclone. 

Nevertheless, throughout that period and through- 
out the period of their existence, the integrity of cor- 
porate fiduciaries has seldom been subject to serious 
question. They withstood the crucial test of the 
world-wide 1929 economic cyclone with remarkable 
success. They conserved the property of their trus- 
tors. And they acted as “providers”’ for beneficiaries 
through the most difficult times of the past 50 years, 
even as they had done in good times. If this is not 
making for economic stability, then there are no 
words that will describe what they have done. 


Constructive Statesmanship 


Joun T. MappeEn, Dean, New York University School of 
Commerce, before the N.Y.U. Commerce ALUMNI Associa- 
TION. 


— happened immediately after the banking crisis? 
Instead of allowing the normal course of recovery to 
proceed, the Government attempted to raise prices and in- 
crease the purchasing power of the people by devaluing the 
dollar; by undertaking a program of huge Government ex- 
penditure on borrowed funds; by inaugurating a policy of 
low money rates to finance its deficit and to stimulate the 
capital goods industries. 

But at the same time, it adopted other policies which 
tended to defeat the ends sought to be achieved. Its labor 
policy encouraged a sharp increase in wages and a material 
reduction in hours of work. This introduced an inflexibility 
into the economic structure, for it is well known that if you 
make part of the structure rigid, you will destroy the orderly 
functioning of all other factors. The Government also im- 
posed restrictions upon the capital market which hampered 
that market and thus prevented the revival of the capital 
goods industries at the very time when the budget position 
made it desirable for the Government to withdraw from 
spending so that business could take over the burden of 
creating employment for those out of work or released from 
government projects. 

Our patchwork tax system contributed its share to the 
difficulties, for the increased tax levies on income and gains 
did not encourage initiative and venturing. The regulatory 
measures during the past few years make the stock market 
extremely vulnerable to selling pressure when stocks were 
offered by holders as declining profits appeared in prospect. 

Now what do we find today. Certainly not the plethora of 
difficulties of 1929 when private credit was exhausted. There 
is no over-expansion of building. There is no over-expansion 
of capital goods industries. There is no over-expansion of 
loans nor over-expansion of the capital market. Consumer’s 
purchasing power is well maintained because farm income is 
larger, while employed labor is earning high wages which are 
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even now still greater in purchasing power due to recent 
declines in prices. 

What then is lacking? Constructive statesmanship on the 
part of government, labor and capital: 

(1) On the part of government, by the frank and honest 
admission that the New Deal has made its honest errors and 
that part of its economic reasoning was faulty; by the over- 
turning of every hurdle which obstructs the revival of the 
capital goods industries, including revision of taxes, removal 
of restrictions hampering the revival of the capital market, a 
more enlightened labor policy, cessation of “cracking- 
down” and flourishing of “birch-rods,” revision of policy 
toward railroads and utilities; and by a drastic purging of all 
unnecessary governmental functions. 

(2) On the part of labor, by reverting to its sound philoso- 
phy of 1930 and 1931 in its processes of collective bargain- 
ing; not by surrendering its hard-won victory in that respect, 
but by applying the principle of collective bargaining with 
wisdom and intelligence so as to make our economy more 
flexible—in other words, to cooperate with government and 
capital in restoring those conditions and that confidence 
which were the foundation of the 1932 recovery. 

(3) On the part of capital, by seizing the opportunity 
afforded by the adoption of the above mentioned policies to 
put its driving force back of the efforts of government and 
labor as it did in 1930 and 1931, by keeping its head and 
avoiding the excesses, extremes and errors of the 1920's. 

All of us must realize that our economic machine is large 
and cumbersome, and its direction cannot be reversed with 
the facility of changing the direction of a locomotive on 4 
turntable. We must reconcile ourselves to higher taxes 
equitably levied and intelligently administered; we cannot 
let honest people willing to work suffer or starve, there will 
still be great social costs to pay before we finish our trek 
back to the right road of sound principles. 

I am sincerely convinced that the party in power needs 
only to grasp the opportunities now presented to it, if it 
wishes to retain its ascendency. Faults confessed are half 
redressed and are quickly forgotten and forgiven. 
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A Word About the Gold Standard 


M. H. vE Kock, Deputy Governor, South African Reserve 
Bank, before the INSTITUTE OF BANKERs IN SOUTH AFRICA, 
as President. 


T has been said that the results of managed currency in 
| recent years in such countries as England and Sweden 
prove that it can be successfully applied under modern 
conditions and should be extended in scope and application, 
but it must be borne in mind that the success has only been 
relative in time, place and degree and does not prove any- 
thing tangible. Managed money requires continuous and 
effective control of credit. The inherent difficulties in the 
way of credit control may be overcome for short periods, but 
in the long run they will foil any big attempt at monetary 
management as such and will then tend to exaggerate the 
evils which it sought to cure. 

Managed money, while it has its place in monetary and 
banking policy and should be applied during intervening 
periods when conditions are against the proper functioning 
of the gold standard, has its limitations in practice. As Dr. 
Burgess, vice-president of the Federal Reserve Bank of 
New York, said, “There is no magic in monetary manage- 
ment which can absolve mankind from its political and 
economic sins.” (BANKING, August 1936) 

From the practical standpoint, which is, after all, the 
thing that matters, the great advantage of the gold stan- 
dard, to use the words of A. H. Gibson, the English econo- 
mist, is its being “an impersonal controller or ruler, courting 
no special favors or rates from electorates and preventing 
governments and banking systems from violating sound 
principles of finance”; or, as the Bank of France called it, 
“an impartial barometer of industrial and commercial ac- 
tivity, which alone can unmask economic illusions in time 
and signalize errors of direction, perhaps with brutality, but 
with efficacy.” In other words, the gold standard almost 
automatically imposes a large measure of discipline on the 
economic life of a nation and not only places less reliance on 
human judgment and discretion but also is less subject to 
political influence than a managed currency. 

While the gold standard was not so automatic a mecha- 
nism in pre-war days as is commonly believed today, it was 
more automatic in its functioning in those days than would 
probably be feasible under the prevailing economic and 
political conditions in the world. It may be regarded as a 
deplorable state of affairs, but in the circumstances of a rela- 


tively closed and controlled economy such as we find in 
many important countries today, the gold standard, to be 
acceptable generally, would have to be more flexible and 
subject to a greater degree of management and personal 
discretion than was the case with the orthodox gold stand- 
ard. In short, during the period of transition, it would proba- 
bly have to be more of a “managed” than an “automatic” 
gold standard until such time as the international political 
and economic conditions permitted of the resteratien of a 
more or less free gold standard. 

Managing the gold standard would be like driving an 
automobile. Although literally automobile means self- 
moving, it requires a great deal of skill and discretion on the 
part of the driver to be manipulated successfully under 
modern urban traffic conditions. But it provides a mecha- 
nism which will definitely react in a consistent and regular 
manner known beforehand to the skilled operator. Now and 
then it may require adjustment, which can be promptly 
effected by the skilled operator, and it is capable of being im- 
proved in efficiency and reliability as time goes on. Manag- 
ing a paper currency, however, is like a teacher handling his 
pupils. They have whims of their own and may at times react 
quite differently from what the teacher considers correct and 
proper, and may even nullify entirely the good intentions of 
the teacher. 

From the point of view of theory as well as practice the 
gold standard requires for its proper functioning over long 
periods a smaller amount of credit control than does a man- 
aged currency, and this is important since the control of 
credit by central banks has been shown to be limited in 
scope and degree. It is clear, however, that even under the 
gold standard, particularly in prevailing circumstances, 
central banks should seek to control credit to the extent that 
they can do so, whenever the economic interests of their 
respective countries can be bettered by such control. 

Moreover, central banks should aim at being able to de- 
termine approximately the extent to which credit is respon- 
sible for a given situation at any time as compared with the 
operation of non-monetary factors, since the relation be- 
tween the two is very important for the purpose of formulat- 
ing the correct credit policy. Another factor of importance to 
central banks in connection with credit policy is to be able to 
determine the particular stage of the business cycle at any 
time, with a view to deciding not only when to act but what 
to do and how far to go. 


Confidence 


f; N an atmosphere of understandable regulations and of confidence, not in a future trend of 
capricious events, capital will seek investment, not shrink from it; business will make future 
commitments, will expand its operations, and so make new wealth, to the advantage of 
everybody.—FRancis E. FROTHINGHAM, President, Investment Bankers Association of 
America. 


Disguises 


Gurtovass who deny to their workers the right to associate together in a labor union for 
the common good of all frequently declare that they do so because of ‘“‘communistic”’ in- 
fluences which are at large in their factories. It does not require much intelligence to see that 
such communism may become a wooden horse within the bowels of which ruthless fascism 
may enter the shrine of liberty —HARoLp L. IcKEs, Secretary of the Interior. 
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Government and Business 


WENDELL L. WILLKIE, President, Commonwealth & 
Southern Corporation, in a broadcast at AmERIcA’s TOWN 
MEETING OF THE AIR. 


Real Cure 


SUGGEST that we have now reached the time when 

we should stop discussing who caused the depres- 
sion and should direct our attention toward how to 
cure it. 

The real cure consists in convincing millions of 
small investors throughout America that the Govern- 
ment does not intend to continue its attack on Amer- 
ican industry, big or little, for it is these investors 
upon whom industry depends for its funds.—Mr. 
WILLKIE. 


d bee fact of the matter is, that small business and big 
business prosper under exactly the same conditions, and 
the conditions that are harmful to one are harmful to the 
other. In fact, small business suffers more acutely from such 
things as heavy taxation, government hostility and timidity 
of investment, because it has no reserve with which to pre- 
serve itself in times of adversity. Big business supplies a 
market to small business, not only by buying its products but 
by stimulating the general market; moreover, it furnishes 
small business with low-cost materials and supplies. The two 
are dependent, one upon the other. When we say that Amer- 
ican industry is prosperous, we mean that the small busi- 
nesses of America, which comprise the larger part of our in- 
dustry, are prosperous. 

After all, a large corporation is simply a corporation in 
which as a rule the interest is divided among a great many 
small stockholders. If government succeeds in destroying a 
large corporation, more people—both stockholders and em- 
ployees—suffer at one time, that is all. It is not the size that 
makes a corporation bad or good, it is the way the corpora- 
tion operates. 

Surely business and government should put an end to the 
bitterness of recent years and sit down in conference like 
reasonable men with mutual tolerance and respect. The pur- 
pose of this conference must be not only to plan intelligently 
for the future but to review those laws which have been 
passed, to see whether they cannot be modified so as to 
stimulate business activity without removing any of the 
appropriate social controls. And above all, while these con- 
ferences are proceeding, the American people should be 
spared the confusion of hearing what one Government offi- 
cial says in friendship today denied by another in hostility 
tomorrow. 


Rosert H. Jackson, Assistant Attorney General of the 
United States, in a broadcast at AMERICA’s Town MEEting 
OF THE AIR. 


Suggestion 


UR need now is to settle upon a common objective 
for government and business. My little contribu. 
tion is to suggest this program of high volume, low 
price internal economy which will sustain a high 
wage scale, which in turn will support a high standard 
of living, which will demand any pay for the high 
volume production at prices determined by its wages. 
That economic organization must find ways in its bar- 
gaining, its ownership and its management for the play 
of our democratic instincts.—MR. JACKSON. 


_ is one thing which the people expect business as a 
whole somehow to do. That is, to furnish steady jobs for 
all who want to work and to furnish enough goods to make 
up that standard of living which our people have come to 
regard as American. The public is convinced that a proper 
economic arrangement, in a nation of such unlimited re- 
sources, can give that, and so am I. First we look to business 
for it. 

But, if industry will not provide it, the people are deter- 
mined to provide it for themselves through their Government. 
This nation has repudiated for all time what Senator Wag- 
ner has so well called “the outmoded dogma that the help- 
less must help themselves.”” A man off the pay roll is a man 
on the tax roll. And whether or not business likes this as a 
philosophy, it must face it as a fact. 

There is, to my mind, an essential first step. That is for 
big business deliberately and speedily to go to a policy of 
high-volume production, low price and the highest wage 
scale possible. As one industry has put the philosophy, we 
must have more goods for more people at less cost. Steel 
prices cannot be geared to produce profits at 45 per cent of 
capacity. Our economy cannot stand the strain of that kind 
of price policy. Building materials must be priced so that 
building may go on from year to year as needed. 

In business that is really competitive prices adjust them- 
selves. But today a few companies in each industry have 
grown so powerful that they can, by various devices not 
reached by present laws, hold prices up for a long time, even 
if they lose customers. 

Steel is not alone in this policy. Important basic industries 
—notably those supplying building materials—have fol- 
lowed the same policy and have simply priced us out of 
housing program. 


Competition 


GF; T may be said that this country has had enough experience with wasteful competition in 
the furnishing of public utility service so that it ought to be able to see that the public itself 
will be harmed by a division between two public utilities of a market which only one of them 
should serve. It cannot be too strongly emphasized that it does not change this fundamental 
economic law if one of the utility plants involved happens to be publicly owned and operated. 
—CLyDE O. RUGGLEs, Professor of Public Utility Management, Harvard University Graduate 


School of Business. 
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Complete the 


ames H. Perkins, Chairman, Board of Directors, The 
National City Bank of New York and the City Bank Farmers 
Trust Company, before the STOCKHOLDERS’ ANNUAL 
MEETING. 


T is a disappointment to everyone to find that we come to 
| the end of the year with our business activity as low as it 
was at the end of 1934. 

The question in everyone’s mind is: Why has this sudden 
and violent change taken place? Although an attempt to 
analyze the reasons leads us into controversial fields, an esti- 
mate of the present situation is necessary to a forward look 
at the year to come. 

The natural slackening after the forward buying and 
stocking-up of inventories last Spring was important among 
the immediate causes of the recession, but other causes seem 
to me to be of deeper significance. These may be grouped 
under three general headings: one, the increased cost of 
production; two, the ending of the inflationary support 
previously given to business by the Government’s deficit 
financing; and, three, the effect of existing uncertainties in 
retarding the flow of savings into new industries and private 
enterprise, thereby making impossible the sale of stocks or 
even bonds in the amounts required to create new facilities 
or increase output. 

The two principal causes for the increased cost of produc- 
tion are increased taxes and increased cost of labor. I believe 
history will show that a heavily taxed community is never 
in the long run a prosperous community; and I think it 
should be brought to the attention of people generally that 
the imposition of taxes on any particular element or agency 
in the community spreads itself out in its effect over the 
whole community, chiefly by increasing the cost of living. 

The causes of the increased taxation are many, but prin- 
cipally the necessary support of the unemployed during the 
crisis, and the attempt to do what has been called “priming 
the pump” through Government expenditure. 


Forward Pass 


When we mention labor costs we recognize that the pur- 
pose of organized society is to provide a higher and more 
satisfying standard of life for all the people. Economic sys- 
tems rise or fall in accordance with their capacity for making 
life better. 

Prosperous labor means a prosperous country, and all of 
us recognize that labor should receive the highest wage that 
the economic organization can afford. But the moment an 
increase in labor costs raises the prices of goods beyond the 
capacity of consumers to buy, trade and employment neces- 
sarily decline and labor, instead of gaining, has lost. 

Costs, prices, and incomes of the various occupations must 
be in balance if we are to prosper. Wherever management 
has raised prices more than was necessary to cover increased 
production costs plus a fair return and reserve, it in turn 
must share the blame for the lack of balance which exists. 
The fact remains, however, that as business has slowed up 
profits have declined; but the costs, by and large, have re- 
mained at the peak. 

The second of the factors underlying the recession, I feel, 
is the slowing down in the “pump priming” which the Gov- 
ernment undertook during the depression. 

The new element in the situation is that although the 
Government in 1937 spent almost as much as in 1936, the 
money spent was received chiefly from taxes in one form or 
another. 

When the Government gets its money by selling its securi- 
ties to the banks, as has been largely the case in preceding 
years, the Government spends without taking purchasing 
power away from individuals, and the total spending power 
is increased. When, however, the Government receives the 
money from taxes, as the figures now evidence, it merely 
transfers the ability to spend the money from the taxpayer 
to the recipient of the Government check, and there is no 
added spending power in the total. 

To avoid any possible misunderstanding, I wish to state 
emphatically that the progress made in the direction of a 


A Restatement of Principles 


At a time of confusion in economic thought, when 
the soundness of long accepted maxims is being 
questioned, it is appropriate to restate certain prin- 
ciples. The standard of living of the people can only 
be raised by increasing the efficiency of production 
and by expanding the industries. We must produce 
more to have more, and distribute the greater pro- 
duction among all groups of the population through 
lowering costs, in order that prices may be within 
reach of all. This is the historical philosophy of this 
country, and the one under which all the great indus- 
tries born in the past hundred years have been built 
up. We must cling to it if we are to progress. No great 
or general increase in productivity is possible with- 
out expenditure upon plant and equipment, which 
requires that the savings of the people flow freely into 
the industries. The problem is to restore that flow, 
and the solution of that problem ought to be possible 
through the initiative and intelligence of the private 
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industry of the country under adequate and wise 
laws. 

I do not mean to imply, in presenting these difficult 
problems, that a resumption of the business recovery 
will await their complete solution. On the contrary, 
the correction of inventories is proceeding rapidly in 
many quarters and it appears that within a short time 
this cause of recession will be largely removed. The 
pressure of declining volume and profit is inducing 
other changes in the direction of greater efficiency 
and lowered costs which are laying the basis for 
improvement. But I hold that these are key prob- 
lems. As progress is made toward solving them the 
business situation will be proportionately improved. 

The truth that all parts of the economic organiza- 
tion are interdependent requires no elaboration. 
Banking institutions prosper only as their customers, 
who are the industries and services of the country, 
prosper.—Mr. PERKINS. 
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balanced budget is necessary and constructive. With the 
Treasury debt showing a gross increase of $21,000,000,000 
in seven years, we cannot go on indefinitely relying upon 
Government spending, and courting the dangers that lie 
in great Treasury deficits. 

My point is that when the Government stops or reduces 
its “pump priming”, conditions must be such that private 
industry will take up the slack. It is of the essence that 
the Government, having the ball and attempting a forward 
pass, shall throw it in the right direction and that industry 
shall be in the right place and be able to receive it. If over- 
burdened with mounting costs and uncertainties which 
impair confidence, industry can hardly be expected to get 
in position down the field. But if the pass is not completed, 
the penalty falls upon the whole community. Spending and 
employment are reduced, payrolls get smaller, and the 
spiral of depression resumes. 

This brings me to the third element, which is closely re- 
lated to the other two; that is the capital market, or the 
market in which the savings of the people are invested in 
the securities of industry. 

I know of no corporation of size in the country that could 
put out an issue of common stock today with any hope of 
a successful flotation, unless offered below its fair value. 

If we can determine correctly why this is so, we shall have 
diagnosed our economic problem, for the inactivity of the 
capital market is a manifestation of general disorder in the 
economic system. Some say the country is all built up, or 


Dr. ALExIS CARREL, Rockefeller Institute, before the As- 
SOCIATION OF LIFE INSURANCE PRESIDENTS. 


a problem of longevity fascinates the imagination of 
man. But from a pragmatic point of view, it is neither 
fundamental] nor urgent. The importance of human life de- 
pends on its quality, not on its length. If, for instance, our 
duration could be increased by a lowering of metabolism, the 
existence thus obtained would not be worth living. Today, 
the prolongation of life, for a great many people, would profit 
neither themselves nor society. If a sudden increase of only 
10 years in the life span occurred, a social and economic 
catastrophe would follow. 

Like all great human problems, longevity has to be con- 
sidered in several aspects. And its aspects are as numerous as 
those of life itself. Rightly or wrongly, humanity will never 


Marcus NapLeR, Professor of Banking and Fi- 
nance, New York University, before the NEw York 
STATE SOCIETY OF CERTIFIED PUBLIC ACCOUNT- 
ANTS. 


a deficit of the budget is inflationary only when 
the deficit is met by the sale of bonds to the banks. 
When the deficit of the Government is met by the 
utilization of social security taxes or through the sale 


Three Score Years and Ten—Plus 


A Confidence Crisis 


words to that effect, but this is an oft-disproved fallacy. 
There is no saturation point to the wants of people and there. 
fore none to the productive plant which is required to satisfy 
those wants. It is a truism that the equipment of the indus. 
tries always and necessarily lags behind the most modern 
standards. Hence there is continuous need to employ 
capital and labor in improving the industrial machine so that 
it may produce goods at lower costs, and the need is particu- 
larly great at this time, after the accumulated obsolescence of 
the depression. It is conceded that the railroads need large 
capital expenditures. All authorities agree that expansion in 
public utility construction is needed in some sections to an- 
ticipate requirements in the near future, and that expanding 
consumption of electric power, together with new develop- 
ments in the technical progress of the industry, will demand 
continuous capital investment. There is room for a vast ex- 
penditure in extending and improving the country’s housing, 

Considering the situation as a whole, the essential need js 
for the cooperative efforts of management and labor. Acting 
together, they can do much to restore order in the economic 
organization, re-establish the confidence of the investor, and 
forestall the demand for legislative actions which are fre- 
quently harmful in their effects. 

It has become plain that saving is handicapped by present 
tax laws, and in my opinion modification of the undistributed 
earnings tax and the capital gains tax is desirable. We should 
bear necessary taxation cheerfully, but taxes should be levied 
so as to preserve the incentive to saving and enterprise. 


stop searching for the secret of eternal youth. In attempting 
to lengthen our existence, we may hope to find the means of 
improving its quality. 

There should be somewhere in the civilized world an in- 
stitute dedicated to the study of the process of aging. That 
is, to the investigation of the chemical, physical, and physio- 
logical changes that manifest the progress of age in tissues, 
and more especially in blood plasma. 

The problem of the prolongation of life has extended be- 
yond the frontiers of hygiene and medicine into an uncharted 
country. The exploration of this country is a new adventure, 
and requires the help of the techniques of physiology, chem- 
istry, and physics in their most elaborate form. The outcome 
of such an enterprise is not predictable. But we must remem- 
ber that there is no example of a scientific search for truth 
which has not been rewarded. 


of savings certificates to individuals it is not infla- 
tionary at all, because it does not create additional 
deposits. 

A careful and unbiased analysis of economic condi- 
tions in the United States reveals that this country is 
suffering from a confidence crisis rarely witnessed in 
a period when the underlying fundamentals are as 
sound as at the present time. 

There is no need to fear a prolonged depression. 
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A Union of 
Common Aims 


Husert H. D’AUTREMONT, Vice-presi- 
dent, Southern Arizona Bank and Trust 
Company, Tucson, before the NEw 
Mexico BANKERS ASSOCIATION. 


most of you who have spent your 
| ben in the banking business, who 
have given so much consideration and 
interest to your fellow workers, it would 
be an affront for me to attempt to 
eulogize the loyalty of our employees. 

It is not possible for all employees to 
become executives. But it should be 
made possible that these men would not 
envy the pay of the janitor, or their 
families wish father had become a road 
worker. Is it possible? Here are my sug- 
gested remedies: 

First. For the Government to with- 
draw from the banking business and 
give the banks an opportunity to lend 
their funds without this unfair compe- 
tition. The Government should give the 
banks credit for having learned some- 
thing during the past 10 years. We do 
not deny—at least I don’t—that the 
emergency necessitated governmental 
support of certain industries. But that 
time has passed to a large degree. We 
could raise wages 10 per cent on the re- 
turn of one lost class of loan. 

Second. Why, in some states such as 
Arizona, should banks be taxed at three 
times the valuation as other business? 
If our valuation were the same as other 
employed capital, we could raise wages 
15 per cent. 

Third. We should compete with the 
middle man in finance. We have $250,- 
000 out at 1 per cent to finance com- 
panies. If we could loan this direct at a 
net of 3 per cent, we could raise salaries, 
below the executives, 10 per cent. 

Fourth. As we grow in volume—as 
we all have—instead of putting on more 
employees we should endeavor to mech- 
anize our plants and pass on the savings 
to our employees. 

I maintain that we must find a solu- 
tion to this problem if we are to build 
our organizations into the loyal units 
which the future is going to require. 
These salary adjustments should be 
made at any cost, short of safety. And 
then we would have each bank a union, 
a union of common purpose and united 
front, a union so tight that there would 
hot be a crack that the C.I.0. could 
even see through. 
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Ly is essential to our own 
as Well as to the interest of 
our correspondents that 
we maintain the highest 
standards of efficiency. 


That is good business. 


It is natural that well- 
managed banks should 
seek the advantages of the 
best collection facilities 
available. 


That is good judgment. 


As a result of these two 
factors our circle of cor- 
respondents is ever widen- 
ing and thus our services 
are constantly improving. 


That is a matter of record. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus. . . . $30,000,000 
Member of Federal Deposit Insurance Corporation 
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Merchandising Bank Products 


WALTER P. DEERING, Assistant Cash- the bank’s product, money and credit, respondence would have little chance 


Mar 
ier, National Bank of Commerce, Port- is not a luxury product subject to the today in competition with the book. Board 
land, Maine, before the Maine BANK- variations and whims, the changes in keeping machines, the transit machines System 
ERS ASSOCIATION. fashion, or the habits of living of the and the typewriters. If volume handled BUREA 


public. would permit the pen and ink of years 
UBLIC relations is a matter of It is important that the bank’s prod- now gone, even then the impression 


AM 
merchandising. Now merchandising uct be properly manufactured, that is, created by machine records with the 


eI 
among other things requires a product that the banker keep abreast with im- public is in their favor. tt 
desired by the public, properly manu- provements in the mechanics of bank- As merchandising today is devoting ations 
factured, attractively packaged and ing. The old pen and ink methods on close attention to the packaging and recogn 
displayed, and ably sold. Fortunately, ledgers, remittance letters, and cor- display of a product it may be well for run ir 
the banker to consider also the setting largest 
in which he works. Too often a bank’s the lov 
ees | rooms, beautiful though they may be ultima 
~ {| have created an atmosphere of aus- ests of 
terity, of aloofness, even of unfriendli- rising 
sist t 
BANKERS BLANKET BONDS | 
i bank bandit, one of the banking maga- that 1 
} zines carried an article showing protec- Lik 
] tive measures taken by a bank in the policy 
j LIBERTY MUTUAL West. The tellers’ cages were completely count 
j surrounded by high grille work and bul- the g 
} offers these time-tested advantages let-proof glass. The tops of the cages | incre: 
( were covered by grille work. Intricate wage’ 
FINANCIAL STRENGTH devices prevented the insertion of guns }  prodt 
through the windows; tear-gas equip- price: 
( SUPERIOR SERVICE ment was installed; outside alarm gongs as ag 
( were ready to arouse the neighborhood; If 
d DIRECT DEALING and high up overlooking all the floor they 
i was a boiler plate pill box with an expert buyi 
j LOW COST marksman. What a suspicious, distrust- we h 
j ful atmosphere with which to greet a profi 
j to BANKS, TRUST COMPANIES and BROKERAGE HOUSES legitimate customer. new 
j plan 
j LIBERTY MUTUAL is owned by and operated for the bene- ; CORDIALITY Si 
j fit of its policyholders. Savings in insurance costs are re- THIS annie example ofa = “se 
turned to policyholders in the form of annual cash dividends. to the 
j For more than 25 years, LIBERTY MUTUAL has paid relations. It _ e, however, 
some comparatively inexpensive altera ing], 
i cash dividends every year of never less than 20%. These cash tions of the cages, of the check counters, ship 
i dividends in the aggregate total more than $59,000,000. or the placing of comfortable chairs will of it 
( (Annual Report containing latest balance sheet and aid in creating an air of cordiality, will on t 
( investment portfolio will be sent upon request) help to extend an invitation to the pub- ress 
i lic to enter and feel at ease. emp 
j But of greater importance is the and 
j salesmanship of the bank’s product. As nati 
j LI B ERTY MI | | A ] that product is intangible, a higher A 
; degree of salesmanship is required than whi 
INSURANCE COMPANY is necessary in the selling of a product rise 
j Home Office: 175 Berkeley Street, Boston, Mass. which can be seen and handled. - prot 
res ~ to bankers there is an element of mys- goo 
" 73 branch offices in principal cities from coast to coast tery in money and credits, particularly ulat 
|! LIBERTY MUTUAL writes all standard forms of Bankers and when banks are operating under pee — 
{ Brokers Blanket Bonds, Blanket Public Liability Policies for Banks, called “planned economy.” How then 9 forg 
{ Workmen's Compensation, General Liability, Fidelity, Forgery, can we expect the public to be fully mu 
l Burglary, Robbery, Plate Glass, Automobile and Personal Accident acquainted with our product? hot 
} Insurance. All forms of Fire Insurance are written through There can never be a feeling of com- will 
} UNITED MUTUAL FIRE INSURANCE COMPANY. plete ease or of confidence in anything I 
} containing an element of mystery. con 
i There is, therefore, the need to eliminate goo 
B e insofar as possible the element of mys- gro 
a tery in the mind of the public. cap 
BANKING Fel 


Prices and Buying Power 


Marriner S. Ecctes, Chairman, 
Board of Governors, Federal Reserve 
system, before the AMERICAN FARM 
BUREAU FEDERATION. 


AM hopeful that individual business 
| men in strategic positions, and the 
yarious local, trade and national associ- 
ations of business men, will act upon a 
recognition of the fact that their long- 
run interests are bound up with the 
largest possible volume of production at 
the lowest possible prices. For their own 
ultimate benefit, as well as in the inter- 
ests of a stable economy with a steadily 
rising standard of living, they must re- 
sist the temptation to secure larger 
returns through the adoption of policies 
that restrict output. 

Likewise, I am hopeful that labor 

licy will increasingly take into ac- 
count the fact that after a certain point 
the gains of labor are dependent upon 
increased productivity. Advances in 
wages which are in excess of increasing 
productivity and result in increased 
prices react against labor itself, aswell 
as against the community at large. 

If they result in advancing prices, 
they encourage speculative inventory 
buying, or shut off demand, or both, as 
we have recently seen. If they reduce 
profits below a point that encourages 
new investment, they lead to decreased 
plant and other capital expenditures. 

Similarly, general shortening of hours 
not offset by increases in efficiency is 
bound to result in a lower standard of 
living for workers generally. Accord- 
ingly, it is to the interest of labor leader- 
ship to take into consideration the effect 
of its policies on the general price level, 
on the standard of living, and on prog- 
ress toward as full and as continuous 
employment as possible of the human 
and material productive resources of the 
nation. 

Actually, there is only one way in 
which the general standard of living can 
rise and that is by an increase in the 
production and consumption of real 
goods and services per head of the pop- 
ulation. This stubborn fact, though in- 
controvertible, is too often ignored or 
forgotten. We are inclined to think too 
much in terms of money incomes and 
not enough in terms of what the incomes 
will buy. 

In the final analysis, the national in- 
come is measured by the total output of 
goods. If there is less to divide, all 
groups of the population, including 
capital, labor and agriculture, will 


February 1938 


suffer. The national standard of living 
will decline. 

Two of the principal causes of the re- 
cession were excessive inventory ac- 
cumulations and the failure of building 
construction, railroad and utility ex- 
penditures to increase sufficiently to 
offset the decline in the Government’s 
contribution to community buying 
power. Considerable progress has been 
made since September in rectifying the 
inventory situation. Production has de- 


clined much more rapidly than con- 
sumption. 

In addition to measures to sustain 
buying power and production, we need 
an impetus that will bring about an 
actual increase. For this we must look 
primarily to the building industry. 

Business and labor organizations con- 
nected either directly or indirectly with 
the building industry can serve their 
own and the public interest by doing 
what they can to reduce unit costs. 


The 
New York Trust 
Company 


Member of the Federal Reserve System, of the New York Clearing House Association and of the Federal Deposit Insurance Corporation 
100 BROADWAY 


40th St. & Madison Ave. 


Fifth Ave. & 57th St. 


CONDENSED STATEMENT OF CONDITION 
At the close of business, December 31, 1937 


ASSETS 


Cash on Hand, and in Fed- 
eral Reserve and Other 
.$ 76,255,348.87 
Exchanges, Collections and 
Other Cash Items 
United States Government 
Securities . . 132,467,840.72 
Reconstruction Finance 
Corporation Notes . 
Other Bonds and Securities 
Loans, Discounts and 
Bankers’ Acceptances . 126,419,293.74 
Interest Receivable, Ac- 
counts Receivable and 
Other Assets . ‘ 
Real Estate Bonds and 
Mortgages ... . 
Customers’ Liability for 
Acceptances and Letters 
Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement. 
Equities in Real Estate 
Banking Premises—Equity 
and Leasehold .  2,555,224.47 


$413,090,835.11 


38,464,529.43 


2,500,000.00 
8,365,080.17 


1,879,427.40 
4,869,835.60 


8,282,951.77 


10,133,092.98 
898,209.96 


LIABILITIES 


Deposits . $324,291,005.67 
Outstanding 

and Cer- 

tified 


Checks . 22,048,574.71 346,339,580.38 


Dividend Payable January 


625,000.00 


Accounts Payable and Other 
Liabilities 1,909,174.15 
Acceptances and Letters of 


Credit . 8,528,918.47 


Acceptances, etc., Sold with 


Our Endorsement 10,133,092.98 


Reserve for Contingencies. 5,256,413.32 
Capital 12,500,000.00 
Surplus 


Undivided 
Profits 


25,000,000.00 


2,798,655.81 40,298,655.81 


United States Government obligations and other securities carried at $11,992,785.66 in the above 
statement are deposited to secure public and trust deposits and for other purposes required by law. 


Trustees 


MALCOLM P. ALDRICH 
New York 


PRANCIS B. DAVIS, JR. 


B. BREWSTER JENNINGS 
Socony-V acuum Oil Co., Inc. 


President, United States Rubber Co. 


ARTHUR M. ANDERSON 
J. P. Morgan & Company 


MORTIMER N. BUCKNER 
Chairman of the Board 


JAMES C. COLGATE 
James B. Colgate & Company 


ALFRED A. COOK 
Cook, Nathan, Lehman & Greenman 


WILLIAM F. CUTLER 
Vice-President 
American Brake Shoe & Fay. Co. 


HARRY P. DAVISON 
J. P. Morgan & Company 


ARTEMUS L. GATES 
President 


FP. N. HOFFSTOT 
New York 


ROBERT A. LOVETT 
Brown Brothers Harriman & Co. 


HOWARD W. MAXWELL 
New York 


RUSSELL H. DUNHAM 
President, Hercules Powder Company 


HARRY T. PETERS 
New York 
DEAN SAGE 
Sage, Gray, Todd & Sims 


LOUIS STEWART, SR. 
New York 


SAMUEL H. FISHER 
Litchfield, Conn. 


VANDERBILT WEBB 
Milbank, Tweed, Hope & Webb 
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The Capital Lock-Out 


Tuomas W. Lamont, partner, J. P. 
Morgan & Company, before a luncheon 
meeting of the University of Pennsyl- 
vania’s endowment campaign. 


_ changes in business activity in 
the world are never due to any one 
cause. And it is a great mistake to over- 
simplify such causes. For example, quite 
contrary to the views apparently held 
in some quarters, the entire business 
community has, according to my ob- 


servation, made the most strenuous and 
determined efforts to maintain the im- 
provement that marked 1936 and early 
1937. But the obstacles in the path have 
been too great. In a great country like 
America, if enterprise is to continue to 
advance, fresh capital must be made 
constantly available for it. Now the 
capital markets, the fields of private in- 
vestment, are practically closed. 

That does not mean that there is a 
“strike of capital.” There is just as little 


The 
Cleveland 


reason in such a phrase today as there 
would be to say that 30,000 employees 
who had lost their jobs because of slack 
orders had gone on strike. No! Would 
it not be nearer the mark to say not that 
capital was on strike, but that it had 
been “locked out” by such things as the 
surplus profits tax, which has given 
warning to investors that no longer are 
businesses to be permitted to conserve a 
fair measure of their earnings for bad 
times; “locked out” by the continued 


_ unsettlement of the problems of the 


public utilities, the needs of which, for 
new capital to be expended in material 
and labor for improvements, are crying 
aloud and cannot be answered? 

And I cannot but believe that a good 
part of the current business recession 
arises from the bewilderment and loss 


Crust Company 


Ohio’s Largest Commercial Bank and Trust Company 
53 Banking Offices . . . over 600,000 Deposit Accounts 


of confidence among our citizens, owing 
to the general attitude of distrust to- 
ward business which in the last five 


CONDENSED STATEMENT OF CONDITION, DECEMBER 31, 1937 


ASSETS 


Cash on Hand and in Banks . 


United States Government obligations, direct and 


fully guaranteed. . . . 


State, Municipal and Other Bonds and lewestunenen, 


$ 91,950,024.88 


116,749,395.98 


including Stock in Federal Reserve Bank, less 


Reserves 


Loans, Discounts and Advances, less Reserves . . 


Banking Premises . . . . . 
Other Real Estate, less Reserves 


Interest and Earnings Accrued and Other Resources 
Customers’ Liability on Acceptances and Letters of 


Credit Executed by this Bank . 


13,113,545.06 
140,757,458.13 
5,908,597.65 
11,216,950.23 
3,197,783.31 


2,195,231.03 


Total . . $385,088,986.27 


LIABILITIES 


Capital Notes 


(Subordinated to Deposies end Liabili 


Capital Stock . . . 
Surplus and Undivided Profits . 


Reserve for Taxes, Interest, etc. 

DEPOSITS 
Estates Trust Department 
(Preferred . oc 
Co: ¢ Trust Department 


(Pr ed). . 


Other Liabilities . . 


Acceptances and Letters of ‘Credit ‘Executed 


Customers. . . 


MEMBER 
FEDERAL RESERVE 
SYSTEM 


- $ 14,137,500.00 


ities) 


13,800,000.00 


$ 32,087,676.32 
1,399,700.06 


$155,608,734.51 


174,354,478.95 
11,731,236.92 


5,523,625.37 


$347,218,075.75 
2,188,303.11 
for 
2,195,231.03 


Total . . $385,088,986.27 


MEMBER 
CLEVELAND CLEARING 
HOUSE ASSOCIATION 


Member Federal Deposit 
Insurance Corporation 


years has been cultivated in this country, 


BUSINESS ISN’T PERFECT 


I AM not for a moment claiming per- 
fection or anything like it for American 
business men. Like all other men in 
every field, they have been at times 
guilty of serious lapses. Yet, when all is 
said and done, their energy, their in- 
genuity, their skill, their industry, their 
trust in one another, have built up a 
great and solid structure upon which the 
economy and well-being of the American 
people rest today. 

Surely the people of this country are 
by and large committed to the ideas of 
social betterment on a large scale, of im- 
proved conditions for labor, and of all the 
advances that in this modern day must 
go to make up a liberal American life. 

And I believe they appreciate the im- 
mense difficulties of government in times 
like these. But even so, I think they feel 
that programs of reform can certainly 
be carried into effect without the adop- 
tion of methods so swift and drastic as 
gravely to disturb the actual economy 
and the normal processes of the coun- 
try’s growth. 

Surely this country will come upon 
evil days if we permit our people— 
especially our youth—to gain an idea 
that there is some subtle cleavage among 
us, and that some of us must carry on4 
gladatorial combat in order to gain our 
rights. We must be mindful of the diff 
cult problems of both state and business, 
and do everything within our power to 
have all factors work together ™ 
understanding. 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, December 31, 1937 


RESOURCES 

anD Due From BANKS ...... « . $ 708,039,850.53 
U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY 

STaTE AND MunlIcipAL SECURITIES . ..... 81,129,409.14 
OrHER Bonps AND SECURITIES. . . . . © 162,019,139.60 
Loans, Discounts AND BANKERS’ ACCEPTANCES. . ... . 728 522,484.20 
Customers’ AccEPTANCE LIABILITY. . . 23,646,601.27 


$2,375,379,411.05 


LIABILITIES 
CapiTaL Funps: 
CapiraL StocK . ... . « « « $100,270,000.00 
Unpivipep Profits. . . 31,120,741.37 


$ 231,660,741.37 
RESERVE FOR CONTINGENCIES . . 16,969,701.49 
RESERVE FOR Taxes, INTEREST, ETC. . . 1,551,746.20 
ACCEPTANCES OUTSTANDING . 25,707 ,614.28 
LIABILITY AS ENDORSER ON ACCEPTANCES AND ForEIGN BILLs . 23,637 ,678.41 


$2,375,379,411.05 


United States Government and other securities carried at $152,427,444.32 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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An Snertatson 


Branch Offices are located in principal cities. Our nearest 
representative stands ready to give you detailed information 
and close cooperation at any time without obligation. 


INTERNATIONAL BUSINESS, MACHINES CORPORATION 


World Headquarters Building ‘ Branch Offices in 
590 Madison Avenue, New York, N. Y. Principal Cities of the World 


112 BANKING 


Busines. Machine, oratign “ordialhy INVite, 
You to attend a of the Electy;. Book. 
keeping and Accounting Machin. Method at the “ducationg) 
Display, in the Basildg, Room of the during 
the Trust Februar, 
Detaile Mlormation the CUrren} Slatug of Your trust 
busines. is tained Omatically With these chines throug, 
the Mediu, of Punched Cards. The Punched Card Method 
you ty Maintain a Sing]. Set of "€Cord, 
Which, are of Preparing Mlormation and 
T€Port, Secured from a variety of duplicated T€Cord, 
set up for SPecifj, Purposes 
We also INVite You to Visit the Ney World Meadavarten 
Building of th,., Busines. Machines 
500 Madison Avenue at 57th Street Whicl, Was dedicate, On 
Tuesday, January 18, 9358, to the Cause of World Peace through 
World trade. 


